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PREFACE Bt

gince liberation, because of the gradual stabilization of currency
and prices, the resumption and expansion of production, the correct L
1eadership of the Chinese People's Bank, and the reliable efforts of
panking employees, the banking pusiness has passed through reform and
reconstr‘\iction and begun to serve {rade and :’Lndust:ryf for the expansion
of production.
Just now, the bonking business is undergoing further peconstiuction
and is advancing in a new direction towards collective management. At
the samc time, according to the Common Prograi, it should encourage

private capital's spirit of speansion in the direction of national

capital and in geveloping and raising the proportion of national capital.
1t may be firnly believed that by efforts in tiese WO directions, the
Nles China's financial system, headed by the Chinese People's Bank, vwiil
pbe more regular and firm, will more and more develop @ planned national
economy, and will increasingly pave the way foir. @ high tide of economit
peconstruction.

Here are collected 1L short articles, a1l of which have been pub-

1ished in the Chieh~-fang Jih-pao and the Chin-chi Chou~pao. In general i
they trace the development of the Banking business through reform and 4

redonstruction to the new road. = They are respectfully offered to

financial workers for reference. I await criticism and correction.

g Se,p‘tel‘nber, 1951, » o Wang Wei-ts'al.
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THE ROAD FOR PRIVATE BANKING

Does private banking have a future under the "iew Democracy™
economic system?

I claim that it has.

As is well knbwn, the "New Democracy'' economics embraces five
categories: State-operated economics; co-uperatives economics; indi-
vidual economics; private cepital eccnomics; ana national capital ec-
onomics. At the same time, the "New Democracy! economic policy is to
develop production, advance the economy, protect public and private
interests, and ensure profit to both labor and capital. Therefore,
private banking that serves to foster social wealth and helps increase
production, can not only survive, but will also be protected.

However, looking at it from the present subjective conditions, does
private banking adequatsly fit into the economic policy of the "New Dem-
ocracy?" I think not.

For this r.ason, let's make a brief investigation.

First, we should explain the nature of Chinese, financial capital,
especially that of Shanghai. We should frankly confess that for several
decades it has in part been basically compradore capital, and has been
associated wiﬁh bureaucratic capital. We likewise confess that some of
the money-shops have drawm their cepital from the villages, and have long
been linked with commercial capital. Therefore they have not yet wholly
rid themselves of feudalism. We also see clearly that after victory in
the War of Re31stance, a portion of the financial capital that poured

into Shanghai from the hlnterland, represented certain social strata just

i) :
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as it had in Shanghal for many ycars. It was the financial cupitel of

speculative nature which had grown up under the Japanese imperialist

regine.
Let us also look at the actual conditions in barking. It caanot be

denied that for 10 years or SO the real strenglil of panking has greatly

declined. With regard deposits, ab the end of February this year (19L9)»
tine sum total of deposits in Shanghai's 219 private banks was 5,589,600,000
yuan in bogus Gold Certificates, worth at thab time, some 5700 gold bars;
apout the time of the liberation, the sum total of deposits in private
banks was about B,OU0,000,UO0,0UO in Ggld Certificates, yorth at that
time some 100 bars of gold. How different from before the War, when the

sum total of Fapi (paper notes) in Shanghai's 76 benks and money-Siops
was 170,000,000 yuan, equivalent at ¢hat time to 1,70,000 gold pars! Of
course the making of this impecunious condition must chiefly be plamed
on the grasping policy of the Kuomintang reactionary government which

1sed currency inflation as a tecnniques
the operations O+ private banking became Very

Under such conditions,
; trifling. Savings transactions were gones; trust activities were almost i
gones; exchange, deposit and loan business also gradually dwindled. And

ted inflation, activities in the speculative market
@

oy becam? nors ac be.  Sanking yscame in fact H

s and actual cash.

because of accelera

and the currency turnov
g organ for receipt

ﬁ  _ merely a sort of receiving and payin

,

g That is way banks were ridiculed as being mere naccounting-houses" for |
speculators. At the same time, because of banking's sensitivity vo the %
politicians, trouble-makers,

e number of soldiers,

whole market & larg
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and speculators moved into the banking business, making confusion worse

confounded. Yo during the regime of Japanese imperialism, private banks

in Shanghai reached a peak number of more than 500. Then under orders

] from the Kuomintang reactionary government, many of them closcd their

doors, and now only about 200 remain. ;

Thus the simple character of banking deteriorated, and banks lost

fouch with the broad saving classes, and becamne alienated from trade

and industry. Still. more serious, bauking pasically reliea on (directly

or indirectly) speculutive activities in order to survive. Last year

(19 August), when the bogus Fapl were changed for Gold Certificates,

speculative activities were somewhat curbed; banking activities became

unsteady and tended to collapsa.

Further, we muy mention some unhealthy tendencies within private )
v

parking. There are shown in careless business transactions such as

ns on a personal rather than financial

irregular handling of deposit; loa

basis; reckless issuing of notes; hidden ledgers; discounting exchange-

bills and using dishonored cheques to make up the amount Z%ext vague/

Some are shown ir pPoor management, such as a general lack of democratic ‘

spirit; adopting a severe attitude towards employees; poor personnel
systen; unfair sciemes of commendations and a false system fo test—

credits; retaining the vogue of bowing to the master; questionable re-

lations with other banks; blind competition; lack of connection between ]

banks and money-shops; lack of harmony among big, medium, and small i

financial institutions, etc.
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Of cowrse all thesc are now past and such subjective defects can
no longer continue. herefore the most pressing vask for private bank-
ing now is to make a careful self~-exanination on how to overcome these
defects. Without a determination to recognize and overcome these defects,
sooner or later mistakes will be made.

And so, how can private pankins fit into the economic policy of the
"ew Lemocracy?" I believe there showld be effort alon: three lines:

1. Serve the Peopls.

Today China has busically entered upon an era of people's
democracy. Consequently all work, all business, 2ll must serve the
people. All must seek the people's welfarc. Of course, baiking carnot
be an exception. Using the words of Manager Ch'en Mu of the iShani:hal
branch of the People's Bank: '"The great doors of the banks must be opened
for the people. All persons engaged in private banizing should take a vow
to serve the people and eradicate the [ormer erroneous ideas that banking
is a bit nigher than the peopls. Fever again should a bank appear to
the oyes of ordinary folk as a 'government headquarters", but more like
a tea-house which they cau enter at any time. we can positively ussert
that without such a fundamental change, any person, any business, will
meet ruin.”

9, Link up with Production.

If China wants to be independent, free, rich and strong, she
must devote her strength to expanding production. Private banking should
clearly understand that production is the basis of all economic activity
and that banking follows production and is subservient to 1t. 1f pro-

duction cannot expand, then neither can banking. Only as production goes
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ahead happily can banking have & rature. Therefore all thoughts of
speculating, risking, boring in, must be cast aside, and replaced with
undivided, honest study and planning on how to draw in capital and
apply it to production.

3. Set up a Lemocrotic Systeint.

Unless there is an active spirit of work among the employees

who carry on the actual work, private banking cannot develop even whe
it wants to. 1 is means first the establishing of a fine lapor—-capital
pelationship, in line with the principle of 'ensure the profit oi labor
and capital." At the same time, there should be frequent executive con-
ferences in whici eﬁployees nave & voice, Lo hear employees' sugzestions
and criticisms as to management and operations. There should follow a
discussion in which all take part.. Let all former undemocratic arrange-
ments bz gradually discarded. The employees should actively work, earn-
estly learn, striving hard to expand production and raise the quality
of banking.

Only thus can privaté banking travel a smooth road under the guid-
ance of the People's tovernment.

10 July 1949
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{ARLY STEPS IN THE REFORM OF PRIVATS BANKING Ti SHANGHAI

Tm‘mem&wwwﬂmdfM‘wHWduhmPMNﬂeBmhﬁgmluwmwt
China Region," published on 01 August (1949), is in fact 2 measurs for
re-establishing private baaking. Some people have seen in this method
of contrcl simply a imethod of reforming capital," but that is a mistake.
wor ths reform of capital and renewed registration is only an item in
the total method of control. At the s&me time, I claim that even if
private banks and money-shops present an application tothe chief of a
bureau of finance and economics, yets until they have been excmined by
said cidief buireau and been approved, they cannol be said to have com-
pleted renewed registration. Therefors, wiat I call Lhe early steps in
reform of private banking in Shanghai pefers to the 172 Shanghai banks
and money—-shops which pefore 20 September had zone through with the
process of registering and exanining resources, the 6 banks which had
had tiis done for them by their main offices in other cities before
5 October, and the 20 banks waich announced closinge

As pointed out in an editorial in the Liberation Daily of 21 Aiugust,
after the method of control was publisied, there would certainly come
about a "shrinkage' in cities where there wes an over-concentration of
private banking, as iu Shanghai. S0 the droppingz of 20, that is of
10 percent of the banks from the ranks in Shanghai, could have been
foreseen pbeforehand. But here we must point out that about the time of
the publishing of the method of dontrol, rriends of the banking pusiness
made many incorrect guesaesland estimates, saying that the financial anu

economics authorities were by their huge pesources ruining the private
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banks, and that al least hall o the banks and money-~shops had no way
to increase capital ete. after the early steps in reform, these
guesses and estimates have proved U ue€ milstaken.

Jmﬁm:ﬂwewbrmwrinhdwmnuwMawaMMgnumMMML
Asler accordiin: to

most private panks i shanehal were wble Lo re-I

rwqmmvasz:

pethua o soLbrole i

1. Lo obhe renporary uumuimfUm&uﬁhMafﬂxwmv&mdw”u1Uw
sast Coine eooony! S provis:o ste anrds of cuplital in
£ actual casn 1or

porkine in Shanghal was al least 10u million yuan O

banks and trust companies &and at least 60 wmillion for money-shops.
(nly after nuwerous investigations and studies could & rinal decision
be made. On the one hand the fect bnat private banks had been dcspoiled
ana weakened again ano again by Lnians's nandlt gang was kept in mind;
also, he.d was paid to the amount of capital that a bank or money-shop
sho.ld at this juncture have on hand. Therefore this realistic provision
enabled most banks and money-Ssiiops easily to deposit increased ready cash.
2. $ince the closing days of July, after the Commuiist sast China
office had startec the slogan "Smash the enemy plockads; strive for the

building of a new Shaighai," all the people

in the east Uhina region,

=)

under the leadership of Party organs, worked ceaselessly and the first
victory had already been won. Tn the field of economics this

rices, the gradual res

stages of
was revealed by the stabilization of P toration of
production, the rapid development of ekchangécf goods pbetween town and
country. In the field of banklnv this was reflected in increase
and the beglnnlnT of loans. All these caused the banking capitalists to
constructlon and therefore

understand the future oi the nBW'economlc re

stimulated their seeking re~reg1stratlon. ;
Vo e L mgﬁm

nformation
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As to private banks and money=-shops depositing cashj weginning with
the bank which was the [irst to apply on 10 september, the newspapers
reported as fcllows: 0n the 13th, one; 15th, five; loth, twos L7th,
twenty; 19th, eighty-five; 20th, last day, sixty-nine. Ulearly enough,
the majority did it ou the lust two days. ‘The cash deposited was 1L,0600
million yuan. if to this 1s added recognized property valued ab 53
williou, the total is 19,%00 million yuari.

Because the lemporary sethod for Controlling Private Banking in the
fast Caina Region! was a regional measurs, and the nation was not entirely
liberated, and since telegraphic commnications wers= nut yet entirely
restored, etc., the finuncial and economics offices, as regards the amount
fixed for casi curital in vhe co:trol method, ¢id not insist strictly that
it be subscribed for by sharenolders of the banks. But there was a prin-
ciple involved; namely, that the entire cash capital must really be in
the possession of the bank or money-shop itself, and also must not be
falsely made up by discount loans or such schemes. As to the sources
ofSMm@mipmNmemeS'cwhcaﬂwlattmttnﬁ,Ihweummwrw
personally the following:

1. The cash caiital of most of them, especially the larger ones,
came entirely from adjusting property in hidden accounts. The Chinese
People's Bask also had changed some LOVU ounces of gold from hidden
accounts to open accounts upo: reyuest of over 1,0 banks and money-shops.
fach ounce counted as 75 silver dollars, the total coming to 500 million
JMP. According to estimates from all sides, at least 150 banks and meney-—

shops, on instructions from the Chinese People's isank, changed their

-9 -
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hidden accounts into open accounts. So it may bo afiirmed that most
d‘wec%hcwrmldwmﬂWdattmttmebytm:meMibWMScmw
from hidden accounts.

2. Some banks converted the property in their re-.lar accowtts :
(such as real estate, valuable securities, etc.,) making them cash
capital.

3. Because property in hidden accounts was insufficient, and tnere
was none in regiler accounts that could be turned into cash, some banks
and money-shops got a ~roportionate amount of new securities subscribed
by old shareholders.

li. Barks and money-shops which could follow none of the above three
procedures sought new shareholders to subscribe Lor stock. A nusber of
vranch banks in other citics sdvertising "ircreasc of capital oa our own
initiative" belong under this category.

5. Some had shares subscribed for by employees.

6. Some branch banks had cash capital arranged for by main banks §
(meaning those in areas yet unliberated and those outside of east China).

Here we must mention the case of the i'u-hua [ﬂestore Chin§7 banke !

On 2U Septemb.r it deposited cash cepital in the Chi .ese reople's Bank

amounting to 60 million yuan, but of this 21,500,000 was not the bank's
own property, but was oorrowed from other ba‘ks on a dis.ount. This ;
plainly was speculative, clever conduct contravening the order. Ailthough i

the bask spontaneously and frankly confessed to the Chinese People's Bank,

and wss permitted by the People's Bank to have its deposit returned and

to wind up its affairs, yet we must admit  that this is a blot on Shanghai

private banks.
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/The 20 Banks Which Liquidated/

Location of Bank Negme of Bank
Yunnan Yangtze Industrial, Overseas Chinese, K'un-ming,
I-hua
Hunan Fu»shing, Hung~hsing
Szechwan Ch'eng-tu, T'ung-hsin, YU-k'ang, Hui-t'ung,

Yung-sheng, Chira Industrial and Mining, iu-hua

Sikang Chi-k'ang
hilippines Chuns-hsing
Shanghai Hua-wei, Kuo-hsi., Shanghai Iron, T'ai-ho-hsing,

Sheng-ta Trust

From the above list we can se. th.t the main ofiices of most of
these branch banks were not in shanghsi. I do not have enough data to
figure out the reascn ior their closing. T simp.y know that the main
offices of several had alrecdy closed, and there was no expedient to
fall back on. Some coula not communicathe with head officus through lack
of facilities. In seviral banks the important officers wund property had
peen moved from Shanghai long before liberation, and so there was no
person and no strength to support an increase of capital. Moreover their
roof's in the Shanghai community were wxceedingly weak, and in transacticns
with the trace and industry interests liaison was still more inadequate.
Of some it may be saild that after the libsration of Shanghai they had no
business. For instance, the Shanghai Industry and Mining Bank had not
once paid its employees, from the liberation until the bank was dissolved.

Besides this, some banks were closed without any special financial reason.

-1 -
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lor instance, the Ch'eng-tu was closeo because it haa not completea its
former duty of guaranteeing tax iunds. The Chung-hsing Bank because it
disobeyed orders, hau its status as a foreign exchange bank revoked.
Por five bunks including the Hua-wei, the chief reasons for their clos—
ing were personnel Quarrcls (lixe the stockholders' querrels in the
Shanghai [ron mank) and lack of capital.
why was it that the annourcenent of th. liguidation of 20 banks
had no effect on the guneral market? According to a rougn surmise, these
20 banks, arouna Lhe 10th of September, gave out every da; receipts in
exchange for the gold q:ota, but the sun total was only about 300,000,000
yuan, this anount being only one-third of /that held by any o£7 the larger
private banks. At the same time, looking ab it frou the viewpoint of
the receipts exchanged ior the gold guota in relation to the total amount
of deposits, the total of deposits in these 20 banks also was only aboubt
300,000,000 yuan; SO they had very little eflect on the totel market.
As to the work of liquidating these banks enc meney-shops, the
Chinese Pzople's Bank had already worked out a plan which was assigned
to each bank to carry out, such as allowing the liguidator two months
] i ‘ in wnich to complete the liguidation. One would suppose that these
b;;ks would have had little difficulty. The difficulty would come aiter-
wards. How would these several hundred workless employees make & living?

ﬂ I hope that the bank authorities can take care of them properly without

£

e tranggressing 1imits, and the bank employees® union should make every
effort along the lines of welfare and study, s© that these unemployed
may within a definite time go on effectively taking part in the recon-

struction work of the uNew Democracy.'

(0 M D NTIAL
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Private benking in Shanghal has alreacy arrived at the early stages
of reform; its useful captial has already; become stronger than before.
No matter what ths outcome ufter examination and approval by the chiel
financial ena economics LUreaus, the imnediate duty pefore private bank=

ing i Shanghal is how to thoroughly carry out the ".emporary method

on." In concrete

for- Controlling Private Barking in the sast China k

terms, it is how to cause cupital b be used in productive occupations
for the benetit of .ational pl.ns and the people's Jivelihood. Lecently
sonie banks and money=-shons have been preparing to grant agricultural lowns,
and wost of them have had federated banking loan ofiices set up for help-
ing private cobton wills buy native cotton. #ll trese are iaportant and
proper steps. Besides, the private banks should all wake careful re-

! sevrch and exert practical efforts towards restreining underground mon.y-
shops and resbfaining the return of cheques, etc., as le.islated in the
method of Gontrol.

25 Septenber 19u9.

~13 -
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FINANCIAL SPECULATION NUST 8 SEVER-LY PUNTSHuD

I.

On 17 Novemier an officer of the mast China Finance and sconomics
Committee truthfully said, "The speculative activities which rested on
the remnaits compradore feudalism, atter peing suppressd for a while,
ar. recently spreadinug cut agsin. particularly, there is a small number

yet anawakened speculators, who are vtill carrying on black-market
exchanges of all sorts, that harm the ecornomic order." ueally, in the
nost rscent tempest of prices, we have seen speculators on all s:des
noisily shouting ﬁp pricese And so most people hoped the government
will severely restrein these speculators who harm tne pe.ple's liveli-
nood. 4t lust the government has receiveo the people's demand aud given
severe treatment to spec.lative activities, especially the illegal under-—

ground money=shop. which praciuice dis. ount loans, Lhose banks and money=

shops which disobev the law by specula sing, and thcse who disturb the

i

market by recklessly issuins worthless cheyues. And they have already

» roaped rewarcs in the stabilizing of prices and the marset.

If all speculative activities use the remaining strength of compra=
dore feudalism as their support, then all speculative activities would

seem to have to rely on culrency speculation for "blood transfusion."

; Now, in the presént transition stage, when the fear psychosis of cur- 3

rency inflation, left over from the reactionary regime, has not been

i entirely wiped out and the new c.rrency policy has not yet been fully

grasped DY the people, currency speculators 5ti1l have a chance to be-

come an important link in speculative activities. For this reason the

i

(;ommon Program contains a currency policy which gives the following warn-

ing regerding currency speculabion: A1l who speculate in currency and

harm the nation's currency operattonu should be severly restrained."
-1
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We certainly should renenber that alter shanghal. was 1iberated on
27 may, because of the false shouting up of ﬁrices ol gold, U3 notes, ‘
and silver dollars in currency gpeculation, prices were increased
several-fold within hall a monti. Prices only stabilizeu after the
nCertisicute Center" which was the heart oi currency speculation, WaS :
broken up on 10 June ZTybz7, ano bhis ten vear ai.ment, coused by rold
note leadership of prices, was haltea. For the past six months, through
the cooperation of the goverrment and people, Uthe goit note bluck-market
exchu ige does not pusically affect the prices of goods, althougn it is
not yet wiped out. This is what is meant by the east Cunine Finanue

and Lcono:

ics Committee spokesmar who pointed oub: nspeculavive activi-
ties have been Su pressed for a whilo " But tulo pre.cnt severs sup~
pression LY the governmént oL currency speCulavlon ought to ve tollowea
by @ second suppreadionl I order to arc.se public atbestion &nd caulion,
it is necessary Lo «.scuss thewe CurTEency speculabions, purticularly tne
heritulness of underground money-shops and illogal benks ugainsn the
national economy and fhe people's livelihood.
” : IT.
Long ago the government fully perceived the harm of il1licit loans
by underground money=-shops. Thereiore, oI 21 August, in the "Temporary

iethod for Contrdlling,Private Banking," it was enacted: "Illegal fi-

nancial organs‘which do not fol}OW‘these'provisions and which arbitrarily

do business shall in addition to being closed down be given necessary i

overnment took no action yoward hali-

punishment.“ . For. thfée monﬁhs the g

ing theée,Currency culétioh'acﬁivitieé,‘perhaps because the existence
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of these activities was brought about by the long-term reactionary
regine and the governmnent wished to allow a suitable length of time
for these speculative slements to ‘uwaken.! Leanwnile they gathercd
the bankers and traders and industrielists for a conference, exhibit-
ing the govern:ent's detericination to curb these speculative activi-
ties. Then ab lust when the.e spsculators persisted in their blindness,
ané ccused tumult, disturbing the narket's tranquility and harming the
people's 1ivelihood, the government hed to call a halt. The harm of the
und erground money-shops lay in: 1jtheir illegal transactions, so that
trey were not under the control and supervision of the finance control
office and the wlind depositors hud no protection whatever; for exauple,
the Chen-hsing food company which closed uovm in September, had only
£0 million yuan COMINE in from the banks, but loans illegally borrowed
amountec to 230 milliond (roughly cqual to the couvined deposits of
five smell parks). It has not been able to pay oli these loans yetb.
. Tiis affected credit in the community: 2)oecause of their speculative
cBaracter, they must participate in all kinds of commodity and currency
g speculation. They are the capital—-assigning agency for all market specu-
lations, and the chief criminals in falsely raising commodity prices and
destroying market stability. 3)They raise the interest-rate, creating
black-market interest-rates, quickening currncy turnover, causing proper
trade and industry banking to suffer harm. ‘

Therefore, these undergxzéund money-shops that illegally make loans

must be completelyq destroyéd- But bes es the govermment's use of euecu-

tive power to hal lation and every firm and busi-

ness must add- th ter the government on 25 Octouer
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seized 20 odd of these underground money-shops, speculative exchange
o the mariket stopped (or at ieast diminished); interest-rates came
dowr:; deposits in regular banking rapidly increased; prices alsc began
to level off. Such conditions were advantageous to the entire popula~-
tion and to every firm and business. It follows that everyone ought
i ) to strive to help the government to destroy them and to guard against the
conditions by which the underground money-shops s rvive and grow. From
the viewpoint of banking, all ties w.t.. undersground money-shops should
be severed. A study shoule be made of their clientele to detcrmine
whether there are any bogus names amon: them or to find large amounts
received or paid by individuals or firms. Uuring the process of .r.du-
aliy ietting rid ot undergrou.:d money-shops, we must give proper heed
to the cepital nceds of legitimate trade and industry. From the view-
point ol trade and industry and the whole pop.lation, relations with H
undergrouna money-shops shoula be refusea, and they should be reported
tc the zovernment. *
III.

Again, a grave c.rrency speculation goes on in legally administered
private banking /firms/ despite their legal status. &uch currency specu-
lation conduct is just as harmful to +the national economy and the pecple's
livelihood aé are the-undefgréuﬂd moneyéshops. The sources thai cause
this speculative condﬁct‘are,«£o uéé the wérds 0i the dsputy manager ol

‘the Each China1brancthf the Ch nese People's Bank, Ch'en Mu: 1)hangovers

gettihg the
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of prices, lasting over & month, beginning with 25 October when the
Pa-sheng wank failed, there followed in turn the Heng=-1i, Tlung~hui,
Hui-ieng, Ch'i-ch'ang, ano last the fua-mou /bank failures/. Ihe
reason for failurec was wholly because the chief officers used their
position to covir speculation and lost, and most of them had still no
way to settle up. And so today uvhe paper tells how the Heng-li officers,
recklessly using bank funds, postponeu settlement, hariing the welfare
of the depositors, anc Wwerse sent to the People's Court under tne pro-
vision "any who disobeys the provisions of this uethod, affecting mar-
ket stability, and harming the people's 1ivelihood shall be punished
according to law.! That is a stutement from the "Temporary Hethod for
Controlling Private Banking in Zast Chine tepion." This was wholly
nenessary. .

Besides, there were 56 private banks and money-shops which diso-
beyed the provisions of the "Temporary sethod for Controlling Private
Banking in the Hast China Region," wnd were punishea in accord with
the merits of the case, by the Bast China branéh of the Chinese People's
Bank. Those punished by warning, fines, or shift of important ofricers,
numbered 27; by halting of exchange of negotiable paper one to seven
days, 22. Those which originally ;hould have been closed forever, but
because they later gave heed to employees' 1livelihood and which expressed
willingness, on behalf of their-employees, herealter to help the govern-
mentlcarr§Athe.éurréncy poliéy, and, on behalf of the officers, confessed
.fgultsuiﬁéré puﬁishea ﬂith temporaryvsuspension as each case called

for. There were 7 such
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The monetary policy in the Common Program is correct. The recon-
struction of private banking LEalled fog7 in the "lemporary wuethod of

Controlling Private Banking in the La.t China segion)! the stabilizing

of currency, {.he suprorting of production, the protecting of proper

comnunity credit, all thess objectives are entirely necessary. Gfficers

in private banks shoulc deeply accept this serious lesson and promptly

strengthen tieir organination, regularize the transactions, uphold pro-
duction; and the entire body of employsze: should exhibit the progressive
character of the labor class, striving to extend the nation's monetary
policy. &ll must ever be free fro. tuls errcineous impression ol sup-
posing that the government's present leniency in punishing disovedient
panks asd money-shops will naturelly continue. In my personal op.inion,
the sovernment's lenient policy has a 1imit and conditions. Because
today the governuent and all the people are all resolute in this comnon
demand, curvency speculation must be severely punished!

5 December 19L9.
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PHE DIRECTION OF LMUVEWMNT IN_7 ProoVill BANKING

is is well known in August of last year (L2L9) Shanghai's private
banks and money-shops numbercd in all 17L, At that time capital was

increased and thoy were I« {stered in accord with the "lemporary e thod

f'or Controlling private gankin: in the tast China Region." Krom €oi= i
pletion of registration to the bewinning of sebruary this year, in a
period of about five months, 17 hau closed for various reasons. 50
| begiming with 6 ie.r.ary, the dey when 0S8 imperialism and Chiang's
banait gans indiscriminately bobed Shanghel, antil today, T spril, in
the space of apbout two months, more than 50 privace bauks and money-shops
‘1 Shanghai have clossa. Beceuse of this comparatively concentrated
closing, and due to the fact that panking is vy nature & community
enterprise, tere is on all sides deep concern  with the direcltion it takes.
+hat causes the comparatively concentrated closing oi ohanghui pri-
vate banks and money-shops? 1 claim thav basically, (except for rormer 1
business as which were managed &CcCOrailly to tue objectives of impericl-
1S., feuaalism and burezucrabic capitalism, except for those panks and
meney—shops which ran into troubl: because thes aid not make the neccs—
sary changes callec for by the Jluost complete elimination of bureaucratic
and seudalistic capitalism), the direct cause musb be blamed on the in-
discriminate bombing by US imperialism and Chiang's bandia gang. As a
result of bombing, ¢lectric installations were damageo., causing difficul-
ties in industrial production, thus bringing about a near collapse of

economic activity. The survival of panking depends on the survival of
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trade and industry, and this relation is true oi its prosperity or de-
cline. Under such conditious, the business of private banks and money- !
shops began to contract, and because some loans were not promptly re-
coverable, the turnover of capital became more aifficulte.
The second reaso.: is that the amount of private banking in Shanghai
was too large to start with, and not proportionate to real need. As of 3
.5 webruary, Shanghsi's private vanks and money-shops still numbered 157
(not including joint Stave-private and foreign commercial). This nuaber
was just twice the pre-war figure. Now when the government, in order
to libcrate Taiwan and Tibet, to make secure the pecple's livelihood,
] and to jzive heed to econoriic reconstruction on a national scale is
striving for financial balance, for control of inflation, and for stabi-
lizing of prices, the sirinksge of nrivate banking is truly an unavoid-
able tendency, because private banking has been inflated oy more than
10 years o: abnormal prosperity. And among the 50 most receitly closea,
the vast majerity are small-scale ones, with an extrencly weak basis in
capital and con. idence. According to data of L, February, the sum total
of deposits in these 50 banks and money-shops was only 1/10th the entire
amount o. deposits in private banks and money-shops on that sawe day , ;
(this is about the amount of deposits in two fairiy larg. private banks) . ;
But as regarcs nwaber the 50 make up just aoout 1/3 the total; as re- |
gards number of employees, they account for one-fourth of the total of i
banks and money-shops. I. other words, these banks represented few
deposits but much expense.
Next to that is the fact that some of the private baiks and money-

shops had not yet beer. reoriented. They wsre in new environment but

e R4

kept their old customs, such as 1)only thinking of their own immediate
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profit, and b.ing wable to plan for the nation and the future; 2 Jhaving )
no plan in the use o. capital; 3)maeking loans without careful scrunity,
but purely on & pe sonal baslss L )not being sinple and frugal, put wasu-
ing personnel and naterial resources. This was scen more in olficers
who ordinarily snatchec power and proiit, put when they faceu witn
trouble tney plamed onw snother, and sven rain oWays Such conditions
were mosl clecrly visible in the 5U banks and moi-y-shops that closeu.
The Chinese people's Bank, private bonks, lapor ano cuplbai are
all greatly concerned OVEI piese wank closures. wers it not Lor ohils
concern ano their efrorts, Loy ' condibions would be more se1loude

.ncer the lesgersin: © the iinance worlkers! unio, the employe-8

of privave pankin: eaterprises nav- seer clearly the troubles of pri-
vate banking at present. ina discussion on 3 warch, they arrived al tue

yaratory comnittee of the bankers'

same co.-clusion &8 the members O the Pes

associaiion- Lt the same Lime they px'o'posed a ‘prt.»ctical methoa for

1 overcoming difficulties, founded 01 the pr.:rlci,ples oi seli~renewal and
profit to poth labor &i1d capital. fpis plan was, OO Jhe part ol capital,
o find a wey to have sdequate capital, actively practice simplicity and
austerity, thoroughly change the girection of the management ol businesss;
on the part of employees, to increase efficiency in work, strengbhen
labor disciplin, under certain conditions peduce wWages:. pue Lo employecs‘
reco mizing the suurce of troubles and in order to secure the co-operation
of capital in overcoming gifficul .ies, wage reduction has already been

put into effect in many panks and mone} —5hops

b
: - 22 -
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The bankers' assoclation, representing capital, has achieved some ;
resalts in pushing the goverunent's fiscal policy. At present they
are condacting a pond-sale movement. -8 to their present internal
troubles, besides urging other panks to conquer troubles, they have, o
the basis of subaal help, assisted individ.aal banks and money-shops in
the Lurnover of capital. They have also represented the entire body of
private banks and money-shops in conierences With the finance workers'
uiion on labor and capital cooperation to overcome present temporary
troubles. #ut it should ve pointed out that except for a few barks and ]
money-shops wirich have begun to replenisn capital, revise thelr atfairs,
and practice simplicity and sasterity, the general run of banks and money-
shops have not tried hard cnouzh; scue have done nothing abt all.

The Chinese reople's Bank has its own important task of recon-
structing national rinancial arfairs. put because the direct cause of
private banking's present troubles is the bombing -and Jlockade by U3 i
imperialism and Chianz's pandit gang, the People's Bank is giving them
meuhmsbhép.memhsamn ﬂxmmnn,tM}wrmdim?mmhm1m
receipts and covering the geficits; handling 1imited mortgagess increas—
ing the time for inter-bank loans for joint loans on mortgages; raising
interest rates o: reserves sgainst deposits, etc. These measures
assaredly enapled some banks and money-shops to pass through the teipo- g
rary troubles and gave an all-over casing of serious couditions. 0On
31 March, it suddenly supported the relaxing Zsf‘discount loan§7 to

member banks as arranged by the bankers' association, thus allowing the

AT e

whole bouy of private banks and money~-shops to pass through what was

" admitted on all sides to be a serious day -

" PRI
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ithout doubt, the present troubles of private banking are sericus.
But likewise these troubles will have a day of solution, as is indicated
by very precent developments such as the gtapilizatiun of prices by fi-
nancial and econonic anification. The increasing of anti-a.rcralt work
will reduce the threats and daia:c of air attacks. The graducl restor-
ing of electric power will by degrees increase the volume of industr.al
production (the cotuon textile industry has already returned to its pre-
February 6 level). HMOTEOVeY, the dull season for wercantile goods will
sooi: be over, and the Trade sureau's planned aoveinent of goods will
cause the volume of . arket exchw 1ges to increase. Lhe largely completed
payment for government bonds and a gradual reduction of interest will
also stimulate the movemant of capital in all lines o. business. These
turns of events will without doubt hastun the betternent of private
banking and, by degrees, unfreeze the loans which for th. time being
cannot be recovered. Jud ing py the rise in deposits in private banks
in two days, «€ must say that & beginning is already apparent.

Therelore, just let the men enpaged in privaie panking not lose
their confidence, not cherish the memory of an abnormal prosperity that
will never returnj genuinely recogniz. the interests of public and pri-
vate, the profits of labor and capital, and the governsent's monetary
policy; and strive everywhere end promptly Lo replenish their capital,
sel their business in order, and practice simplicity and austerity.
Then, not only will present troubles be overcole, but there will be
future development. And the employees of private banks and money=-shops,
under leadszrship of the finance workers" union, will, of course, con-

tinue to manifest the positive nature of ‘the working-class and the
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the sacrificial spirit which puts erdwrance of suitering Iirst and en-
joyment oi happiness afterward. The workers will join with capital to
overcome the obstacles which lie along the path to victory. an they
[capital/ will strive to the utijost to help the uneaployed to learn
and will give them necessary nelp towards livelihood.

We hope for the most basic and efricient method of overcoming the
pre.ent troubles of private bankins -- a orompt setting up of collective
discussion by labor and capital in private banking, in order to over-
come the present temporary troubles. For this is just the time for us

all to go forward poldly, obeying in common the slogan of (nairman 203

IThere are trouoles; there is a way; tlere is hope."

7 April 1950.
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‘ ‘ 10w OVLRCOM= LHE PhissoN T THOUBLSD ol PRIVATE P CING

As to the causes of the present concentrated closing of private
panks &nd money-shops in Shanghal, T already have expressed My unaer-
sta-ding in the articls wihe irection ZEf M vamen@7 in Private Banking,"
navely, thet pagicelly shangzhal's private panks and money-shops were
built on bhe econonic Icumdatioh of iwperiaLiSw, teudelis, and. bupeau— :
cratic coupridore captalism. After 1iberabion, imperialist strengiy
was expelled and bureaucratic compraaore and feudal strength were nzarly
wiped cub, but the renk and file of private banks and money-shops had
not yet beed thoroughly reformed, and the direction and form of thelr
pusiness manazenent had nou veel prumptly gaken in hent, so that they
were plunged into serious difficulties. As to the immediate cause, W€
mast first plamne Uis=Chiaii indiscriminate'bombing, pecause 88 a resull
of bomping, elecuric inﬁtallationa were damageds causig Gilficulties
ior industrisl production, .na thus was created nzar-collapse for all
economic acbivity- under trese conditions, the business of private
banks and money-shops wa.s greatly curtailed; and becauéu some 10ans
ye not recoverable, the turnover of capital became sluggish. £ sec-
ond cause WeS that there were in spanghal more private panks =nd money-
shops than were needed. A8 of § February this years there wer: still
157 private pa-ks and money—shops in Shanghal (not including jolut State-
private and foreign ponmercial), apd this figure wes Jus® wwice the pre”
war number s At present, pecause of toe government‘s efforts to liberate
g1l China, to restore and develop economic reconstruction on a national
scale, tO strive for financial palance, ©O pake hola of monebary in-
flation, and to stabilize prices, there 18 truly an ynavoidable tendency
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for private banks and money-shops to encounter troubles ana driit to-
wwusclwhm,eﬂmwﬁﬂytmwebaMstxhhwefmwmn;ﬂwnlUyemw
teen supported oy currency inflution and the small and meaiun banks
whose capital and credit foundations &i€ comparatively weak. Lurther,
looking at geueral conditions in the 00 45037 closed banks and money-
shops, we explained that some, although in a new environent 5111l
manwhwdtwu'dﬂc mms,swhaslmkofphmMMgintm use of
capital, loaning without severe scrutiny wholly on & personal basis,
persor and affair, ana being wasteiul of humad and material resources,
etc.

Tt should be pointed oul that bucause some of the capltal groups
i crivate banking havs already sought to replenish capital, overhaul
pusiness operations ano simplify operatloins and beceuse some employecs
have reised the efficiency of their work, strengthened their labor
discipline, .nd te proper amount reduced their waes, anid because the

Chinese People's Bank has extended all possible accomnodation in raising

interest-rates on bank dzposits OY membes. Laniks and arranging transiers
of mortgages and lowns on mortgage, etc., vhere hus been & molliiying of
private panking's nresent troubles and relief from concentrated closinge.
gut this cannob be taken to mean thet the troubles of private banking
are already OVer. Just the conbrarys The present troubles of private
banking not only remain, but are also guite serious.

Therefore how to overcome the trow:les now existing in private
panking becomes &n urgent problem for immediate attention.

‘When discussing this problem, We must indeed genuinely esbimate
the conditions in private banking itself’; but equally important, We
must recogn

ize thet the entire gconomic environment is also an objective
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condition. Thorouzh implementing 0: finuncial gconomic wnification and
the proper reform of trade and industry is & problem tLhat has been pro-
posed, and planning started by the govermment (oi course including
parking). And s0, coolly and objectively to understend the function of
private panking in the entire economic activity, both now and hereaflter,
and tre cond.tions of its own survival and possibility of growth, is &
work which both cap tal and labor in private parking should at once en—
gage themselves in. As to this matter, some of the capital group have
already mentioned the problem of Madvance' and 'retreat." I mysell,

am in sympabthy with such a study, pecause whether looked &t from the
viewpoint of the whole nation's penefit, or per;onal acvantage or looked
at from the vievpoint of the settling of the closed banks, the attitude
that private panking must now nadvance, " while not casting aside an
orderly tretreat! (but avoiding a planless, orderless, vacillation)
[Ehould be adopteg7.

Because the hardships imposzd on us py the enemys and the ruinous
situation in the process of changing the social and economic oraer are
transitory, after a1l China has been liberated, trade and industry
properly reforued, and land-reiori entirely carried through, the whole
economic picture should gradually change for the Better. oy this reason,
objective conditions exist for private barking to adopt a workable plan
of M"advance.' But subjectively, there first must be seli-renovation
and courage and confidence in 1abor-capital cooperation in a commuon fight.
After.this there must be at once 2 replenishing of capital. Along with

this, thorough simplicity and austerity nust be altained to ensure there
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Will never be again an increase of damage. 1D the management of busi-
ness, besides correcting ol past 0ld habits, judged by present conditions,
the lientsin type of & nuber of banks federating for mutual help might
be wdupteds

Tinally, I mention agalin nere the most effective method of over-
coming private panking's present froubles, the prompt setting up of
private panking labor-capital collective conferences on how to over-

come present temporary troubles!

25 April 1950.

@.,
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CONTHOL OF BANKING IN POST-LIBERATION SHANGHAL

I.

1949 =- this was the great year of the Uhinese people's vietory --
had already passed, and 1980, "with troubles, With plans, with hopes" 1s
already beckoninis to  uSe At this time, our benker friends perhaps have
some need to review Shanghai bankin: since liberatior, and this will
perhaps have some meaning.

As is well known, 1949 in Shanghal needs to be sarked ofi into two
periods: before 27 may, bhe period of the reactionary regime; after
27 May, the period when che people theaselves grasped powers In this
ZIatLeé? period, the imperialist power and bureaucratic cepital were
expelled, and the "Wew DPemocracy" finencial systeu Was foundea. lhe
speculative activities and speculative persous O. the rulced national
finsnce system were beaten cown and suojecwed Lo Severe Lestraint; tnls
ig to say thal banking was already obeiln . re—orcered, anc, under the
ef  orts of botin lavor &nv e lbal, as attivude of servias the people and
a direction of pusiness 1o support production wud already by degrees
being set up and furthered. Deposits gres; 130 banks and money-shops
obtained abundarnce. 1-ese cases £ .11y demonstrated that private ovank=-
ing in post—liburation Shanghai wasg alrea.y expanding; and tuils sxpan—
sion, basically speaking, Wwas created by the "iew Democracy" economics
policy. But speaking frankly, it was pushed through by the banking con-
trol policy under the people's government‘s simultaneous supervision and

guidance. So my essay will start from here.

- 30 -
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For convenience in writing, I will subjectively demarcate the post-
1iberation banking control work of the peovsle's poVerIment, into three
periods.

The first pericd, from 27 way to the end of June 19L9, is the
period of the government's confiscating the bureaucratic capital in the
financial system and attackin - gold and silver speculation, introducing
People's Ranknotes into the market to creats prereQuisite conditions
tor expanding'production and making economy Presperous- ‘ihe tools of
the Four Big Clans for scraping the people's fat wnu greasej; —— namely
tre Chung, Chung, Chung, Mﬁw,mmm,MMth.Ekm;tMIdagmgsw
n.ng, Chekiang, Paiwan, ons Shanghal —- five province and city banks --—
and those which appearcd as private ones, such 4.5 the Shansi Yii~hua,
Ya-tung, Kwangtung, etc., were all taken over; th Chung-shih, Ssu—-ming,
T'ung-shang, Hsin-hua, and the Kuo-huo (tnese five being government-
mercantile joint banks), were 211 re-organizec alter veing supervised
and reformed sxce b the Kuo-huo, which was finally taken overs At the
same time, sll private banking was ordered to freeze all the capital be-
longing to the Four Big Clans and reactionary officials anc also all
property &nd credits belonging to same, for later disposition. This
sction of coniiscating the bureaucratic capital in the financial system
and returning it to the people's possession was indeeq a liberation of
bankiag. Next came the attack on gold and silver speculation. On the
10th of June a plow at the "Certificate Center! gave the People's Bank-
notes a real foothold in the Shanghai market, and from that day onward,
the money business began to have the prerequisites for expending its

operations: Resides tuis, it must be mentioned that because Shanghai
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is the economic heart of the n;tion, the people's government gave it
special cons -deration and shanghai banks stopped business only two

days because the flames of war were approaching the city; and on 2 June
resuned the exchange of negotiable paper. This did not happen any-
where else.

The second period, July and sugust, is the period of preparation
for the work of control, and also of drafting anc publishing the
nTemporary Hethod for Controlling Private Banking in the fast China
Reglou."

Tm‘mewmv‘emmimrumUOthPﬁN%eBw&hgintMLﬁﬂ
Chine Region' was published on 21 August. Beforw publication, ‘the
government had huably sought the opinions of the banking people, having
called uiscussion with bank officers on 9 July; and on 11 iugust a dis-
cussion with bank employees. Mot only aid it exhaustively set forth
the people's government policy for the control of banking, but also re-
ceived from all sides views as to sphere of operations, credit control,
end especially on the amount o: capital. Following this, there were
successively published, on the basis of the uTemporary iethod for Con-
trolling Private Banking in the iast China Region," the following:
njjethod of Applying for Registration and Exaﬂining of Capital," "Method
of Combining Hidden Accounts with Regular Accounts,! "Temporary riethod
for Restraining Return of Cheques,"r”Method of Turning over Deposit
Reserves,' etc. Special among them were the draft provisions of the

nMethod of Combining Hidden Accounts with Regular hccounts,! and of the
miethod of Applying for Registration and Examining of Capital": guch as
‘overlooking of the past concerned with hidden accounts; promising the
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redemption of « portion of pold when, for the increa.e of capital, there
was not enough casi: on hanoj {ixing the sources of cash in the increase
of capital; authorizing porrowing when cash wus veing exawined for the
increase of capital, etc. They did their best to take into consideration
actual conditions. Tuls is not to be compared with the forciuvle meas-—
ures taken during the reactionary regime.

Furthermore, during this period there was 2 big event. Namely on
12 bugust, the People's pank, seeing that prices were then steady, but
that market mar ins were shaky, in order to avoid stimulating prices
and also to look after the use of the capital of banks and money-shops,
arranged inter-bank shori-term fixed deposits, and decreed that when
currency Was short they could use deposit receipts and borrow from the
Ecople's Bank. On the very first day, more than 50 banks and money-
shops went to deposit. This measure was or great help ot the time, in
stebilizing prices, and in the operations of panks and money=shops.

The second period, from September to December, is the period of
performing the work of supervising and of removing obstructions.

The Method of Control published on 21 August, provided a time-
1init of 20 September for applying for registration and examining of
assets. By that time, banks and money-shops which had closed through
lack of resources or of willingness to ilncrease capital nwbered 20,
including the Fu-hua, the Yangtze Industrial.

One-hundred sevenby-two panks and money-shops had finished adding
to their capital (besides, six whose head offices were not in Shanghai,

had arranged this at those respective locslities) and in the latter

lioft

&}
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taird of september the People's Bank, iast China branch, began examin-
ing assets. Hecause some banks und money-shops had not yet changed
their habits of cleverly speculaling, more than 60 barks were discovered
Ly the sast China branch baik to be engaged in illegal practices, and
because of this the period of examining was extended by two months.

ihen punishing these disobedient banks, the Last China branch also

ions frow the banking fraternity; and according to succes-

sought opi
sive newspaper reports alter 28 November, banks and money-shops de-
barred from exchanging nepotiable paper numuver.c 22, those punished with
rines and reprimands numbered 27. Besides, the Ch'un-mou and others
which were to have vecn closed permanently numbered 7; but because of
appeals by employees, and an expression of repentaice and self-renewal
by the capital side, this was changed to temporary suspension.

Phen after the Ta-she.g money-shop faileu, on 25 October, because
of losses in speculation, within Noveuwber iour banks, the Heng-lii, Hui-
teng, T'ung-hui, and Ch'i-ch'ang, were oruered to close beCauwe of

illegal speculation. The same thing happened at the beginning and end

of December to the two banks, Hua-mou and Yung-t'al, which were

of gross disobedience. Of these 7 bznks and money-shops, save for the

Ta—shenw Hux—feng, aﬁd Hua-mou, which had aiready fully paid off their
dep051ts, the other four could not clear up or had not yet cleared up.

Under the said cohditions, theﬂgovernment's sending the officers ol the
‘Henﬂ;li, T'ung—hul, and Ch‘l-ch'ang to the courts for legal treatment

s su able and necessary, because not only were they scoundrels in
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This was the aspzct of supervision.

As regurds the removal of obstructions, on 2L September, under
leadership by the Pecple's Bank, with the cotton textile industry as
objective, the"Shanghai Bank and Trust Federated Loan Otfice" was sel
up. [t was participated in by 172 banks and money-shops, organized with
i billion yuan canital. With a view to helpiny rrivate banking, the
People's Bank is to direct private banking's resources towards invest-
ment in production, and to nermit, in times o: currency shortage, all
banks and monsy-sh.ops wlhich have entersd the Federation Loan Office bu
ask short-term loans rrom the People's Bank, the amount to be limited
by their agreed-upon lo&ans. ZText rather obscur§7

At the same time with the above, under leadersnip of the People's
Bank, a "Banking Susiness Tnterest-rate Committee" was set up.

it the beginning of December, the People's Bank, in order to pro;
mote production and ensure credit, started exchange of negotiable paper.

On 1l Deceuber, the Shanghai Banking Federated Loan Bureau was
inauzurated. This went a step further than the Federated Loan Oftice
which was started on 2L September. This organization incluuew the People's
Bank and State-private joint banks sno money-shops, and trust companies,
168 in number. It was organized 12 billicn yuan of capital. Its loans
were not limited to business enterprises, but they had to be used for
production. At the same time, as regards the banks and money-shops

; which had joined in the Federated Loan Office, it still permitted thei,

: in times of currency stringency, to ask the Pecple's Bank for loans

ly times a month.
-3 -
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The opening of the second federatea loaning placs, and the starting
of nerotiable paper exchange, avundantly demonstra.ed how aclbively the
Pecple's bank has led private ba-kin.: alon; the road of supporling
production.

is to individual benks and money-siops whic:: invest their capital
in produ tion, the people 's ;overmaent also helps all that it can. for
instance, i sugust, Shanghul's Chun;-hsin Bank iss .ed as agricultural
loans, 30U tons of fertilizer, bought with 1% million yuan; and the local
government and people's baik assigned caare. to help handle the transaction.

iod should also be pointed out:

Two other big events of this pe
1)the attack by the government on 25 hovembes against underground money-
shops. This action not only had cousiderable usefulness in stabilizing
prices and settling the market, out alsc greutly helped the expansion of

private panking operaticns. 2 )Banking employees stup by step revealed

the active nature of the working cl&ass, using the procedures of examin-

ing and supervising to help the government carry torough its policies.

ILL.

gince liberation, amon.. the government enactments aboub banking, we
should fully understand the govermnent's policy of control of banking.

The basic spirit o this policy of control is made maniiest in the mone-

tary policy of the Common Program: lepally operated private banking
business should recelve the government's supervision and guidance." i
The facts of the last 7 months show us that the work of supervision . y
is necessary and should continue right on; the work of guidanct has

been done, and has reaped its reward. e should also review for a moment
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the goverlmwnt's ing 1s policy - 1L is an atbitude
of humilily, carciulness, and of solicitude for the interests of all
sides. Wor exa.ple, when drulging the Wlemporary wethod for conbrol-
1ing Private Banking in tne mast uhiné negion, ' whell penalizing aiso~
peaicnt ba ks and money-shops: in metting up bhe wederated Loan ureal
ana attacking anderground money-shops, there Were cact bime conv nea
discussion—-groups, to rear the vigus ol 211 sides, and wll these opin=
jo.s were separa.ely recelved. Phis procedure in the soministration
off govcrnment, pow x5 privaie panking which tor so many years deeply
guife:.d froi @ reaciionary regl €, shiuld recewve symputhebic nouice.
The ycar 19l s over. The year 1940, wyitl: troubles, witn plans,
m&hhmwm"isjthQMngih How private wﬂdmuwytmleWr
undersband and xtend the government‘s jiscal policy, is the goal for

the year 19bUl

g5 January 1950.

i

i
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SHANGIAT FINANCE IN THl; Ywak SINCw LIBIRATION

Shanghai has been liberated just one year.

Shanghail is the econonic heart of the nation, and at the sane
time the area where inmerialistic and o.reaucratic compradore poisonous
hangover is the deepest. Therefore while we cherish the strongest
enthus -asm in talking apout Shanghai's finance in the year since libera-
tion, we recall with unlimitea indignation the ugly face of shanghai's
money market before liberation.
I. Nature and lreatures of Shanghail's soney warket pefore Liberation.

Because Shanghai had suffered imperLalistic and bureaucratic compra=
dor capitalist regimes for & whole century, there resulted a special ab-
normal colonial form of economy. Or the one hanc, imperialists and
bureaucratic compradors controlled financial, communications, public‘
utilities and other importent enterprises, uhe necessary power for in-
dustry (hydroelectric power and fuel), raw materials (cotton, food, etc.),
and even the narket and capital lookew up to imperialisi. On the other
hand, the broad laboring class endured the pains of oppression, exploita-
tion and unemployment, and the genuine native capital traders and in-
dustrialists for & long time could not hold their heads up. Thus was
created Shanghai's so-called “prospcrlty“' thus Shanghal was made the
economic heart of the nation, and so the nation's iinancial heart.
Looked at from this angle, Shanghai's financial market presented the
following Special features:

1. It‘was thé heart of financial filching by imperialists and the
Four Big Clans.

Since 1857 when thc British imperialist jle-chia-1i Bank began in

bhanghal, 1mper1allsts of every nation rckﬁﬁ?ﬁtﬂ3§ﬁgr E{ffrltorl&llty
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and protection by the unequal treaties, started banks in shan:nal; using
trade with China as a mask, bringing along their ample capital, and using
compradors to absoro China's big deposits and issue banknotes and manage
Chinese and foreign bonds and stocks, and enjoying traific in b.llion

and ex. hange, anu s.ch privileges, they controlled shanizhai's and the
whole nation's finance. ior example, trading among foreign banks and
their exchange orokers because the exchan e m.rt for shanghai and indeed
for the whole country. When currency was in shortage, Chinese banks

had to look to the so-called "Bunc Bank." of course this stutus of
extreme domination was somewhatl curtailed after world war II, 1941 - 1945,
but ho.ever that may be, the foreign banks' domination and their influ-
ence in and around the Shanghai money market still existed.

On the other hand, the tools which were used by the Four gig Cluns

for scraping the people's fat and grease —- the Chung, Chung, Chiao,
Nung, Erh-chll, I-k'., and the kiangsu, Su-nung, Chekiang, Taiwan and
Shanghai -- five province and city banks; and the Shansi Yl~hua, Yu—tung,
Kwangtung and Tun-yi banks, mas.,uerading as people"” managed and the
so-called "government and mercantile joirtly run' Crung-shih, Ssu-ming,
T'ung-shang, Hsin-hua, and Kuo-huo, were all concentrated in vhanghai,
chief among them being the bogus Central Bank. They used the technique :

of intlation as accomplices of imperialism to carry on their savage

squeezing of the Chinese people. At the same time, in order to fool
the broad masses, and thus the more easily do their cruel filching, they
put through their "Currency Eeform" and "Price Ceiling Policy,! during i
the wicked inflation of currency; and their "Gold Control Policy,"
which tried to thwart the people's actions to preserve values and pro-

tect themselves. But the people's eyes are shining clear; all these
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measures could not in the end reverse their fate of death. In the tive
months between January ana o ay 149, the price of gold in Shanghai
soared 140,000 rold, thut of s banknotes 160,000, that oy silver yuan
morc than 7u,00u. ©Of co wrse, in such a sniralling of money and of prices,
the our Big Clins used the "iational .anks" as a tool to extract from
[

Shanhai inestisable wealth, th: people's blood and sweat.

2. The abnormal growth and extieume crowuing of private bankidg.

Befor. liberation tlere were i+ vhanghai slone, 2U3 ;rivab; oanks,

mouey-shops, and tr .st com anics exclusive of ":oint sovernment-
E E o =

mercantile" and foreimm: comnercial banks). among them were the so—
called "southern rour® and "Northern ['ive" biy banks, whose branches
covered the nation. for severdl cecades they belonged basically to
comprador cap tal, and were in part linked with buresucratic capital;
another portion were money-shops, whose capital came nostly from the
villages, and for a long time had bzen Joined with commercial capital,
ana therefore had entirely sloughed off their feudal character; besides,
at the end of the war, a portion of currency capital pushed into Shang-
hai from the hinterland, and relying on the support, of bureaucratic
capital, formed in Shanghai. the so-called ""Szechwan Provincials! Group';
there was also a group of speculative money capitalists who arose in
the period of ‘the regime of Japanese imperialis: and fiang Ching-wei,
who not only continued their activities in the banks after the war,
but also still had considerable strength.

Of course, due tb this very filching by the Four Big Clans, the
actual strength of private banking became poorer each duy. And because

of excessive currency inflation, activities in the speculative market,
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purely an exchange center for negotiable paper and ready cash. Bank-
ing dropped from its original character, and lost touch with the large
sevings class, wnd its connections with trade end industry weahened.
And banking then depended basically on speculative asctivities for sur-
.ival. Mot only could it not aid prcduction,'but contrariwise really
hindered the growth oi production.

3. The madness and universality of speculative activities.

As a result of the protractea monetary inflation, all whanghal was
transformed into & speculative townj; and money speculation becamne more
fierce and prevelent than any other kind. The Gold ixchenge and what
was originally intended to be an lixchange for securities of the capitalist
market, were the two contemporary public legal speculation arenas. The
£ rmer had nn resistered wembers, vut the transactions 1t handled out-
side of the arena were aunbered i the tens of thousands. It was
at that time the command-post for all shanghai markebs, and basically
it was in the hands of the vogus Central pank. The latter enrolléd more
than 100 brokers, but there is really no way of estimabing the extra-
arens empty buying and empty selling. Like the Gold Exchange, the
Securities fxchange was also dominated by certain buresucratic cap-
italist circles.

Besides these two big financial speculation arenas, there were
also 18l silver shops, semi-public markets for foreign stocks, secret

groups for cornering exchange (chiefly Hong Kong exchange), big and

e R

small shops for trading in or exchanging gold, US notes, silver yuanj
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and also "avenue Yellow Uows! Z—probably‘a term for curb manipula-
tors /.

sesides all this, there wus an upsurge of underground money-shops
and private ZT.e., secre37 loaning. This followed the soaring of com~
modity prices and the rise of interest-rates (the highest plack-market
i terest reached 120u yuan per 100U yuan per day). Under ordinary
conditions, undersround money-shops and private loaning Lrunsacticns
already exceeded the total oi bank deposits; and in times o1 currency
shortege, even four or five times the sumtotal of such deposits.

Under these circumstances, the bogus Fapi /Nationalist banknotes/
and bowus Gold Certificates ceuld no longer be tne cniel method of
paying out; so in the warket, gold and US notes, and even cotton yarn
and rayon servea as scrip. This was especially true of silver yuan.

It is eutimated £hat there were five million silver yuan in shanghai

at that time which served as currency and freely circulated. worsover,
because the black-narket in gold, notes, and silver yuan took the lead
in the prices of things, the 1livelihood of the great multitude of work-
ing people wus seriously damaged

L. Leadership function for the shole nation.

Based on the features named above, it was inevitable that sShang-
hai lead all China in matters of finance. For the finance of the Four
cig Clans hinged here; the imperialist financial plundering was centered
here; private banking organs were concentrated here; fifty percent of

the whole nation's bank deposits was here; added to wihich 6u percent of

the country's light industry was centered here, and 50 pzrcent of nation's

customs dues were collected here. Thus Shanghai became the financial

m’mmi il

Sect "rw me; ;n-
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center for the entirc nation. But tuis center was not indigenous for
the service of the people. This function of leadership was only to
accomaodate the pilferin by imperialism «nd burezucratic capital; it
was essentially against the peoplc.
Such was the cheracter and features of the pre-liberation Shanghai

financial market.

T7. Iinancial Market and Financial Lnterprises in shanghail in the Year
Since Liberation.

Facing this reactiocnary and complex Shanghal financisl market, the
work of the Finance Department of the Wilitery Control Committee of the

Chiesc People's Liperation hrmy and O: the Chinese People's Bank was

stupendous; bub relying on the correct leadership of the Communist Party,

relying on the support of the multitudinous people, within a year, like
the progress in all military, political, and economic matters, finance
has moved from extreme tumult towards stability. The Shanghal morney
markct also has turned irom an anti-people character to serving the

people and produc tion.

During the past year, the change and reconstruction of the Shanghai

money market has in the main gone through the following steps:

First period: from liberation in iday to the end of June. [Lvents
in this period ﬁere:‘ Take—over‘of the Four Big Clans! financial organs,
inftoto;.pfeliminary setting up of the UNew Democracy' finance systenl;
attack on note and 51lver yuan’ speculation; intovoduction of People's
cufrency ihtb the market, stabilizing of prices.

Second perlod°' from July to ‘September. Events in this period

'ound nlbbllng at go d nd note speculatibn‘still lingered,
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put under scrutiny and attack by both government and people, there was
basically no effect on the market; publication of the “Wlemporary sethoed
of Controlling Private Banking in the Bast China region," and the be-
gining of 1mplementing the work of supervising and removing of ohstacles,
in private pankingz; the P-ople's 3ank strongly supporting production

and exporbinge.

Trird psriod: from October g January of this yedre Events in
this period were: forty days of price fluctuations between the early
part of October and the later part or Hovenber; monetary speculation
(especially trouble-uuKing by underground money—shops) which gave rise
to price speculating. Because of popular demand and for the good of
the peoples the people's govern;cnt on 25 November made a sharp attack
on the speculatlng elements. On the other hand, after preliminary reforii
of the ranks of privabs panking, & large number of panks end money-shops
which had been speculating illegally received proper punishment. ‘the
entire face of the money market was Novi changed.

Fourth period: fro. February to ..ay-. fvents in this period were:
af ter finance—economics unification ghroughout the entire country, in=-
flation was stopped, prices wers stabilized, spcculation hid its tracks,
snd the rate of interest plungeo rup.AQlys Shanghal felt the effects of
the 6 February pombing, and faced temporary difficultys {here was SOme
élosure of trade and industry and of bankin: Loat was weak in capital;
put aitor the tatrd all-circle. uui@gutes‘ coniere C€, because OVETi=
ment and people worker hard toguLther, Lhe entire situation took a turn
for the betier. The Chinesée pecple's Bank effected control of ready cash,
and got big results, also actively removing obstacles nd organizing

1luid capital, o help production resume and expand.

)
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Let us again relate frun rour sides the change and re0unstruction
of the ghanghai finance market in the past year.

1. Taking over and sutting in order the rinancial Organs of the
iour Big ClansS.

Begionin., wibh 27 mays the 7 nnational panks" neaded by tnre Central
pank, namely the five province and city panks, 1iangsys Shangnal, Cnekiang,
etc.; and Shansi Yi-hua, Ya—Lung, rwangbung s ete., which masqueraded as
being managed by nthe people's and the five wioint %overrment—MJrcaUtile,"
Chung-shibh, Seu—udng, P rung-shang, sgia=hue, ond fuo—huo (except the
kuo—-huo, which was finally ‘taken ouer ) Weld® all suparvised, reiormed,
ano then re~organized. Simaltaneously, the whole city's private bank-
ing wes ordered to frecac a1l capital pelo ging tu the Four Big (lans
and to reactionary pureaucrats, and ell property ana credits SO owned;
and to awalt digposition [of sane/. #4180 the hidden enemy property
of the Tun—y noney-shop could not in the end escepe scizure under the
people's laws.

After the reform, the Chinese people's Bank has become The exclusive
pank for handling and controlling foreign exchange-

After the feform, the Bank of Commuuications has becone the ex—
clusive pank for handling and conbrolling long-term investiments.

After the reform, the Chung-shih, Sgu~ming, T tung-shang and Hsin-
hua have become joint public—private banks, enterprises which are

national capital in character: Under Jeadership by the people's Bank,

; their habits have been changed, and their pusiness has sped torward.
- L5 -
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2. From the Attack on Money ﬁﬁéculatioﬁ t; the kExtinction of
] Money Speculation
Because of the fierceness and prevalence of gold and silver specu-
lation caused by the currency inflation of the reuctionary regime, (the
people's distrust of curr-ncy also was a continuance of money-inilation's
fear psychology, increased by behind-the-curtain control by economic
agents) within ten deys after‘liberation, the value of silver yuan
jumped 160 percent and prices were raised all around. This destroyed
the credit of the Peoplc's banknotis, a.d harmec the people's liveli-
hood. Iacing such conditions, the Conmmnist Party and the people's
government, using the 5 June Liberation Laily's nguickly wnake Up, You
3peculators Who Disturc the wurrency and vontrol the Silver Yuan' as
a slogan, arous:d the workers, students and folk of all classes to be-
gin educating and propagandizing. Jhen at last these efforts still did
not cause speculators to wash their hands, they had to receive the
multitude 's demands and ake a destructive attack on the nGertilicate
Center," which was the heart of speculation in bullion. On the other
hand, the People's Bank begsn to do a big business in receiving and
changing silver yuan; also because of the need of paying oat a corres-
ponding amount of curreicy in return for the silver yuan taken in, they
started real-value deposits, so as t0. remove obstacles. 1
From that day on; bullion 'speculation was pasically defeated, and i

prices began to drop in proportion. The ailment brought by JU or more

] years of reactionary rule, namely that gold and notes should lead com= 4

modity prices, was conyuered. , ' |

)
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On the other hand, important financial speculative activities

were the madness ol underground money-shops which practiced illegal
loaning. Underground money-shops started because of wicked inflation
of currency. After liberation, not only did it survive, but also
caused added tumult when prices severel times jumpeq up. The people's
government early understood the danger from undergfound money-shops to
the national financial business, and so long before, in the "Temporary
sethod for Controlling Private Banking in wsact China," the east China
military headyuarters on 21 sugust had clearly enacted: "All illegal
financial organs which do not obey tiuese provisions and wilfully ao
susiness shall be cleseu and bus.des glven necessary punishment." After
this order was published, the governuent did not take action against
these financial speculative activities, perhaps because these activi-
ties were going on due to the lengthy reactionary regime; so the, gave
them a suitable period in which these speculators could come to their
senses. But when these fellows failed to awake, and still more ccused
disturbance, rocking the market and harming the people's livelihood, the
government was obliged, on 25 November, to call a strict halt on 26
underground money-shops. The result was that speculative exchanges in
the market ceased, interest-ratus came down, and legitimate bank de-
posits shot up, and because off other adjustments also, prices began to
level out.

In addition, serious speculative conduct still occurre@ in priwvate
Banking. After 25 November when the Ta-sheng money-shop failed, so did
in succession, the Heng-li, T'ung-hui, Ch'i-ch'ang banks, Hei-feng money-

shop, Hua-mou bank, Yung-t'ai bank; in each case the cause was the
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inportant officers using their positions to divert deposits into specu-
lation; the more heinous cuses Were sent by the finance authorities to
the courts for judgment. Also there werz 56 banks and money-shops which
disobeyed the provisions of the "Temporary rethod for Controlling Pri-

‘ vate Banking in the Last China Fegion," and were punished as each case
merited by the east China pranch of the Feople's Bank: warned, fined,
or deprived of chief workers, 27; reyuired to forego exchange of securi-
ties, 1-7 days, 2:; and for 7 which wer: to have beeu permanently closed,
but later because of the authorities care for employees' livelihood,
and an undertaking by each respective sank's employees to help the
government in futurs carry cut its policies, und confession of error Oy
the ba.k officers and intent of repentance and seli-renewal, the penalty
was changed to temporary closing.

The attack of 10 June on pullion speculation, the restraint on
underground money-shops of 25 November, and the halting of illegal specu-
lative practices Dby private banking; and the people's government's
measures against these financial speculative activities are entirely in
accord with Article 39 of the Common Prosram, which says: A1l who

speculate with money, destroying the nationel finance operations, shall i

be strictly kept in check.! Further because of the thoroughgoing main-
tenance of this policy, and afhér its being adjusted to the nation fi-

nance—eConomics unification, the‘checking of inflation and basic stabiliz—

ing-of priceé, financial speculabive activities were basically wiped oute

This; change in charac brough the ‘Shanghai money market into union

toljservice for production. This can be
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proved from the fluctuations in intsrest-rate during the past years
In November the posted rate for interest on loans woS at the nighest
60 yuan, while the black-market rate reached 120 yuan. Beginning with
January of this year, pblack-market interest which had lingered on for
' more than a decade W« wiped oub; snd the interest-rate today, 3 may 1s
just what it was in 19L3.

Data on interest-rut=s in the year since liberation.

DATE MONTHLY HIQE MQﬁEHLY AVERAGH
June 1949 30.00 yuan 22.L0 yuan
July t 25,00 U 21.23 M
August " 25,00 17.37 "
September " 12.00 " 11.13 "
(ctober n 13.00 " 11.03 M
November " 60.00 " 31.90 *
December " Lo.0u " . 20.97 "
January 1950 16.00 " 12.87 "
February 15.00 " 13.66 "
iarch " 15.00 1 9.39 "
April " 7'5\) un u-bB 1

23 May n 1.00 - 1.30

3. The establishment &and expansion of the People's Bank

Credit must be given to the leadership and efforts of the People's

Bank in the gtabilization and the reformation of the Shanghai finance

market. During the onc year, since the estaplishment of the People's
Bank and its subsidiaries on 3u May of last year (1950, branch agencies

have been established in 219 places and over 7,L00 employees have been

hired to serve the people and to aid production. i
Shanghail production businesses faced severe difficulties especially
; when these activities were influenced for a long period Dy imperialistic 2
i and bureaucratic capital, in addition to the harbor blockade after libera- ;
- \ tion which was followed by threats of air attacks. Under these conditions,

.y: i i the People's Bank not only took on the responsibility of taking over
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eneny's puppel agencies, stabilizing the currency market, and fixing
prices, it also put forth great effort to give areat support to various
types of productio. since the early days of the liberation, effort
was also made toward the restoration of hydro-electric powers and com=
munications. After loans Wers set aside for public stilities, direct
support of industries and usiness began. The Bank sought for the
solutions to difficulties in distribution of industrial products, and
to hasten the money and material flow betw:en urban and rural areus.
At the same tiwme the bill of exchange was edopted. Following this,
solutions were founa for loan difficulties of private money exchanges
and for the contradictions found in the shortage of money in industries
and businesses. This was done by paking in the certiiicates. Within
one monti, 239 certificates were received.

Tn teking one st.p forward to support production, the People's
Bank also caused privete money agencies to organise an agency in which
all would place their money. In September, & united cotton purchasing
loan department was set up. Lhis department was joined by all of the
private banking, exchange and credit firms in the city. The total
capital was l, billion yuan. The People's Bank also undertook to transfer
mortgages at tne time when silver was being withdrawn. In twelve months,
the People's sank consolidated the two panks, China (chung—kuo) and
Chiao-t'ung (communications) and dirccted the privates pank and ex-—
changes to organize the finance houses joint d.pository- The total
capital was 12 pillion yuan. Loans to be made was not limited to the
panking industry, but they were to be us;d for production. At the same
time, those panks and money—shops which joined the depository, were able

to request for loans from the People's Baik at time oi financial emergen-—
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(herefore, it canmnot e aenied that there are results in the People's
Bank's direct support ot production and the support of private bank and
gxchange lunds for production.

On the other hand, an important success O the Peovle's Bank is
founa, ibs execution of the coitrols of sovernuent aencies! cashe
After placing into eilect the policy ol cc050mlc and finence unifica-
tion, the Government Administration Council plecec Lhe responsibilities
of controllin: the funds of the nation's enterprises on the China People's
Bank: such as to carry out Lie control ol cash and the changes in the
accounting system, to hasten the return of coins, and to cut doim on the
withdrawal of cash. The deposit in the shanghai branch of the reople's
gank in April was six times the amount of the deposit in Februery.

since the beginning of the control of uhe casi of the nation's
enterprises, the People's Bank continued to put Lorth effort in working
toward the tocal point ot liguidation and trust lowns. Naturally, money
became stabilized.

l,. Reorganization of private banking

After the liberation of 3hanghai, there were a total of 203 private
banks and money-shops. Not long after, fi-e of these voluntarily dis-
continued their activities. On 21 August, the "Temporary Methods of
Controlling Private Banking in thé iast China Region" was published.
Tt was established that ;equests for registration and examination of
capital were to be made by 20 September. By the deadline, twenty agen-
cieé including Fu-hua and Ch'ang—chiang healby were not able to or did

not wish to increase. their capital.

-5l =
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After 178 banks and money exchanges completed their registration

of capital (56 agencies received punishment because they did not uphold

the regulations), sheng-ta, money-changer was bankrupt in October; four

banks and money-changers, Henp-1i, Iui-feng, T'ung-hui a.d Ch'i-ch'ang

were ordered to close in hovember; Hua-mou and Yung=-t'ai received orders
1 to close in Decsubur; and from the time increasin. of capital was com-
pleted to 5 Iebruary 1950, a total of iifteen agencies closed. Since
the sixth of February alter the bombing ol the electrical power plunt
industrial productions were endangered, thus causing a portion of the
loans oy private banks and money-changers to industries to be I[rozen.
48 a result, it became difficult not only to manipulate the capital, it
also caused great loss. At the sase time, prices became stabilized,
i interest rates dropped, the vasic capital and trust of the medium and
smaller banks and money-changers becauc weak and it becawe difficult
for them to held on. Therefore from 6 February to 23 May, ¢3 organi-
zations closed down, The 91 remaining in busin.ss were:

L - jointly operated public and private banks

39 - private banks
3L - money changers
3 - trust companies

i 11 - foreign commercial banks

At the time when so many of these financial houses closed, the

; People's Bank raised the interest rates of like businesses, undertook
to transfer mortgages of like businesses, lengthen the period to make

1 up for the deficiencies, and other such actions.
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is the People's currency became stubilized, the deposits in the
private banks and money changers gradually increased, and the rluctua-
tion of deposits decreasad. At the saime time, under the guidance of the
people's Bank, & large portion of the capital was routed intu production
industries, as shown in the following rigures:

Chief objective in investments - industrial firms (percentage of

the total investment):

August 1949 62.41
September " 60.07
October n 59.67
fovember n 59.73
December " 62.21
January 1950 60.50
February n 65.57
March " 70.1L
April v— 69.58
6 way K 71.27

Tt cannot be denicd that today Shanghai panking is facing serious
difficulties. The pasic method to overcole the difficulties is bo
follow the spirit seb forth by the third Peoplu's &ll tircles Delegates E
Conference, thab iss to‘set industries &nd businesses in Order, to seek |
agreement betwee:l labor and capital, to readjust the relationship be-
tween public and private, and other such activities affecting panking.
Bobh labor and capital of the money businus are pubting forth great

1 : effort, it is reported.

25 iday 1950.
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JOINT ANACGbaNT OF PrLVaTi BANKINGS

No matter what may be said, the matvter of joint managcment of pri-
vate bankin: is worthy o. emphasis.
Luring the past six months, some 90 privately operated banks and
money-shops discontinued operations. This is a very great change.
{ ‘ The main causes which created this chan e were thut in sarch, when the
national economic uniiication activities were expanded, inilation of
currency was halted, prices of comnpdities stabilized, rates of interest

lowereo, and in addition, the U3-Chian blockade and bomolng

vave rise

to temporary difficulties. Thus, private banks and money-shops, €S-

pecially the medium and small money-shops which hac relisdé durlig

pash ten years on currency inflation and abnormal circumstances, be-
came unsteble and had to close. In a changing society it is not pos-
sible to avoid such conditions.

After June, conditions became less adverse. 1t may pe considered
the end of one stage, on the basis oi uayor Lh'en's statement, "The
finance and economic conditions of the entire naticn are becoming
better. Mbst recently, Shanghai industries and businesses have been
making new expansions." At the same time, this resulted irom the ad-
herance of industrial and business money agencies to the decisions of
the Third Shanghai People's A1l Gircles Delegates Conference to reorgan-
ize activities and to negotiate bétween Labor and Capital. This is

W sufficient to prove that the decisions of the Third Shanghai People's

% 411 Circles Delegates Conference are entirely correct.

From a few figures on the changes in deposits and loans, it may
i be seen that conditions for privite banking are gradually becoming

better. Deposits are increasing. Loané are also increasing. At the
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same tlae, NOWEVEY, industries and business especially were in difii-
culties thus creating "erazy accounts," but by the ead of Lay, the
figure [of 'crazy accownts!/ was 1L percent lower than that ol April.
Therealter, unfreezing continued. From another point of view, confi-
dence in the market gradually pecame normal, and the use of panking
capitel thus became greater.

At this time [julz7, 12 private banks, 10 money-shops and two trust
companies in Shanghal separately or.anized the First and Second Joint
dhanghai Banking Association 1or the purpose of joining together e
carry on business.

According to my understanding, the Private Joint Banking Prepura-
tion Association had the following experiencess Prior to three months
ago when legitimate private penks and money-shops Were terminatbing thelr
pusinesses, espevially when sociebty lost faitr in private panking in
general, & group of the rather strong medium and small money changers
sathered together to work toward maintaining the people's trust. Their
basic aim was for seii—preservation, or forvself-defense. After the
Shangha Third People's 411 Circle Delegates Gonference Was held, a
groun Of private panks and money—-shops began to reorganize, Lo econuiize,
to replenish capital and other such general indications. Labor, in
recognition of both .temporary benefits, long-run benefits, accepteéd
unemployment, 1ess beneills, and also an increase of work. As @ result,
much progres: Wes made. At the same time, the economic and financial

conditions of the nation gradually pbecame beliter, and industries and
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business bega. to pass bLne cyiois. The grust of labor and capital
potli gtrugling together have increased, therelore, the organization
of the Joint nssociation on 1 July indicates progressiveness.

@yxamining the Joint Association, according to its by-luws, We
cai say:

1. The pusic rc5ponsjbilities ot the Joint association are stated
i the by-laws: no strenpthen the uiion of 1ike agencies, use concen-
MEmdpmwrm'wﬂnmda&mwtw;tosmmmﬁjﬂmmmiﬂ=mm0my@wiﬂ_
enterprises, complimented bY the new democratic gconoinic policivs."

This 18 the basic responsibility of private nanking in the new democratic
¢Conomy s fhis is the oniy dgirection in which privabte panking wust
struggle and expand .

2. 'The important conditionsg {for vecoming & nemeber of the Joint
pssociation are: (1) "tue agency itselt must have a surplus, or it must
have surplus after covering Josses with capitals" (2) “labor ana capitel
are in harmony;" (3) "They JUST SN0W general progress as & result of
austerity and econony " A larse group of {dustricl and commercial
enterprises should Dbe equipped with the above three conditions. Dis—
cussing this from the banking point, to sscure the trust of socielys it
is most important tO heve & balance in credlt and debit. The powier re-
gulting froam cooperation petween labor and capitel has already buell
proven. 1o seek stabilization and expansion, basking should see clearly
its aim to accun.date capitals sconomize in order that the nation's
economy &y pecome palanced and that accunulated capital way take steps

to expand production.
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3. The two phases of the activities of the Joint Association
pertain one to the memners, ang the other, Lo the association. lhe
important points to be carried out by Agsociation members are: (1) "to

actively =xpand the activibies, bo obtain sufficlent capital, and to

carry out economic auvditing syste.;! (2) "to withoraw 10 percent ol thelir

deposits, to set up the lowest pold exchanye rate for joint loas, with

gradually increasing ratios;" and (3) "to prapare and distribute variocus

churts and reprrts to exchenge information on the objectives and rates
of lowns, and other reports on relsted activities for the purpose of
seeing that the use of capital is lre from any risk which might resualt
from discussing rsther large loans with the association comnittee"
Prose few points explains that the association makes joint loans oL

specific amounts, also alds, und chan-es the practices of , meiber barnks

and money-shops in their use ol capital. C(ne of the most important points

1s to overcome the past prociice of private pankings of making loans

<

olindly (such as, to maks loauts 0. 0EBES of personalities and not on
racts, to make insufficient investigations, etc.). Luese loan aims set
farth by the China People's pank have been accepted oY private banks

and money-shoi:s.

L. The democretic comrittes systein is used in the Joint Assocla-~

tion. IU has the following off ces: secr:tariat, accounting, busl
alfairs, enterprise planning, receipt and expenditure, and training.
One of the regulations, Wyhen said sssociation conmittee convenes, re-
sponsible persons of the labor union of the association shall be re-
quested to attend," reveals that labor and capital relationship within

private banking hes made a great step forward.

o e e,
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The joiniug together of pravale banking is a new undertaking. e,
therefore, sust not make too great & demand on the Joint Association.
T1 in the early stave, the activities stipulated in the constitution
are cerried out, it will be censidered that a -reat step forward has
peen . ade. Thus, with the accumulated cxperience, nore prosress uay be
expected. Here, W. must, for the purpose of pointine cut the responsi-

53

R bility of tue ussociation to its nenber bangs ana noney-shopu, clearly
and logically bet.fgrth"tné'controlliﬂg factors. il Bul stens are not
taken, i would be aifiicult to get the member banks and money=-shops
to support the associatiocn oy enization. Pris point is not brought up
in the present constit bion.

To conduct business jointly is @ method and not ai aim. It is an
mthihzﬂﬁdxﬂllcmmﬁmeim‘almn}mnmuoftmﬁ. Thereiore, &
long rangs plen shoula be made. ot the same time, all newly createa
activities arc confrontec with difiic..ties. 1o overcumne the difiicul-

ties, there wusy be a sulicilent amount of conridences siter the Joint

Agsociatiorn was creat.d, the corbinueance of strensth L nlby Wed reeacd.

sutual training and mutual supervisory 2id in making reforms Was required.

Tt wes nicesssry to exchange experiences ammg bne menoers oi Joint Associ-

ation. we must again stru

s blindly, because the ags oi blind struggle
; has passed.
Tt is of prime importance that the Joint Assoclation see how it can

tie up its activities witn policies of the reople's government to expand

i production, suppert industries end commerce. whether private banking will
f expand, which is the sume as saying whether the Joint Lssociation will

[

%

;

expand, depends on how they decide to nelp industries and COMMErce.
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3 July 1950.
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ALL Chiva FINAVCE AUSINswods JULNT ClrlshenCh AL PrlVals SadRING

On 1 August, the sll Uhina linance Businesves Joint Couference which

was held i. reiping was an unprececentud incident in the annals of Uuina's

financial business history. Tuis conference of very greal significance
was helo at a time when prices throughout China was stabilizea, condi-
tions in incustriss and commerce Werc becoming better, and people
4 rougnost China were schisving success in their stru gle :or thebetter-
ment of economic conditios. Un the besis of the results, the conference,
whic : consisted oi ten days of study curs aiscussion, was considered a
srealt success.

The main reaso: for the conierence was to unite public and private
financial strength, anc to support the ¢xpansion of indust.ial and com=-
mercial production. Under this general objsctive, the chief topic ol

discussior was to seek closer relationships vetween rinarcial businesses

A
b

and industrial and commercial enterpris.o, between public and private
{ipancial businesses, betw-er labor and capital within toe iinancial busi-
ncsses, and then to reach mutuel understandiog, as rollows:

1. As to recognizing the comnow responsibilities of the financial

pusinesses, it was recognized at the conierence that the common responsi-
bilities are to support production and to develop eccnomic. It was also
recognized that the present national Linancial ano the economic condi-
tions have already begun to turn for the betier, and the new era in

which financial businesses will supiort the expansion oi industrial and
commercial production has arrived, and that herearter the financial busi~
nesses in absorbing capital must strenzthen their relationship with the
depositors; in supporting production, the relationship wita industrial

and commercial businesses should be closer. G%NHBFN“AL
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2. Wwith regard to the financial world the conference was agreea
that in line with support of industrial expansion, the tinanciers have
room for a great growth since at present the currency market is not
kseping up with the rejuirements of industry.

In Peiping a.d lankow, for insvance, cooperation betweer industry
«nd [inanciers n=s not been very close. Industr; has been able single-
handedly to expand under the improved conditions accospanying the
government's economic policy. However, in the future, this expansion
will depend upon the conditions prevailicg in each company and will be
determined especially by the improvements made aiter tiis conference.

3. tThe conference was agrwed that private financial organs must
reform and discard their hidebound nractices in order to progress.

They should completely dispensc with the reth.ds of operation growing

out of the nrofit motive developed unaer a reactionary regime and shoula
aevelop new business proc:.dures, reorganicec their set-ups in tne direction
of simplification and austerity before they ca:n expand.

L. 'The conference was agrezd that pboth public and private financial i
orzans ought to expand in a common eifort. Failure of the total finan-~
cial structure to keep pace with the needs oi the xpanding economy
calls for a coordination of puslic ane private finance for expanding i
their business i:a common on the basis oi assistine proauction. If
private f{inancial organs are oriented to the support of industry and
comuerce, the govern:uent bark will give them ruidance in re-arrangement
of their business, in the expansion of exchange business, the easing of
goods exchange ;etmeen urban and rural areas, in guaranteeing remit-
tances and denosits, in executing mortgage transiers and re-discounts,

thus 1) removing the worries of private financial organs in the period

TIAL
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of change accompanying conversion to support of industry and commerce,
and 2) lubricating the circulation of capital in times of stringency.
#ithout guestio . this national conference of [inancial organs was con-
cernad with the direction which private banking business is to take in
the future. Hence it is hoped that all those concerned with tne opera-
tion of private rinancial institutions will study this document. gank-
ing associations, Iinancial unions, ana the responsible ofticials of
all finencial orsanizations should promote this activity to assure the
general spreading of this spirit and carrying out of the resolutions.
Tn view of what has been set forth here, what follows shoula be given
special heed.
I. To Cease Blind Competition

As trade gradually becomes better, legitimate trust returns, de-
posits increas., and people in privat. banking begin to have more coni'i-
dence. In adoition to the encouragement given at the successtul con-
clusion oif the All China vicancial Businesses Conference, various plans
were made to start and expand the basiniss. Originally, this was a

good phenomenon, but out oi this a condition of blind competition also

came into existence. wany of the banks and money-shops have already
| forgotten their painiul experiences. They do not seekx Lo expand on
solid ground; they use commission as bait; and they hire personnel with-
out justification. They also adopt measures which are against the regu-
lations by increasing interests wnd credit facilities in order to coupete

1

i for more deposits. Lf such tendencies of blind competition are not

stopped, the conse,uences will be very serious. +we recognize that

competition amongz the finance businesses is necessary, but such

-,
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4ith aid of industrize and comuercial DLE.LNEeSSES, investigations shall
be made au to the use of tne loans in opder to gusrantee that the pro-
duction plans will be rulfilled." we Lecognize that pbasically shangual's
joint loan activities have not wxpanded. -0 order that loans mey petler
complement policys stren the the loan plauning, and be adaptable to
Qre—and—pOJt—harvest perioqs, to market fluctuations, and to bhe needs
0. increasing industrisl and business capital, € must take & sLSP
forward and suprort joiunt lo activitizs.

IIT. gtrenzthening of Jount activities

The joint participation of private finance nusinesses was started

because, before April, orivate panks and money changers had begun to
terminate their operations. Tn order to gain the confidence of societys
they began to oi canilze joint operations. The People's Bank and others
recognized that the mergers Were a step in the right direction, and thus
these organizztions gave approoriate support. Bub during the past two
months, joint operution activities have not made very good progress,

tnat is, the by-laws of the joint operatbion have not been practiced.

wor instence: ”ngressiley expand business activities, supplement
capital, anv carry out eConomic auditing system." ave bhese been done:
aember orqani,abions are to place at least v perceitt of their funds

in the joint sccount, and ratio is to be an a gradvated pasis." Has
this been conscienciouSly put into a.fect? Joint operations are to
incresse the power of similar businesses. Witain the joint operations,
are there conditions in which blind competition exists? e recognise

that these problems should arouse us Lo recxanine the activities- The
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(hina KFinance RBuginesses (Gonference yecoznizad that tie joint operation
aebhod should be cxpanded. 1t is also reco nisea Lhat "Conblnuous
cfforts must e nade to mouivate gLhose banks and oney-shops who wisn
to ou -ani.e buv neve not et taken Lbe action. Lherelore, reco:nlse
‘ Lot tie owst juporbent rcopuuuﬁh»LJt pluoced Uelolu'MM:JOjnt operation
Lssociation s none obner than e geli=ol ding py=Liwg S up by the
loinb sperations.
V. 5omplizien geor;&nization of Lorge Sanks
At oone tlie, fhe ail Ciina pinance Businesses Joint Lonference hed
pefore it & problei pervaining to Lawor~capital—mana¢qmunt within pri-
vate bankiig. Jnis actually was a private panking organimation person-
nel ne otiation roble.. At ghe conference, it was reyuested that the
private panking basically set in order its organization, e pand pusiness
aliairs, economize and cha g8 its attitudes. It was peintec out in an
article printed in the reiping gfiiﬂgflilihiﬁiﬁﬁ nhe practices agopted
during the currency ipilationary per.ioa vy private panking must be
recryanized, in oroer that finance agenclus, persounul, expenditures,
and other such ipems mey be chanweu SO that new C nditions may o€
brougiht about in wrder to stibilize currency " in relation to this
probleu, we realize that all or the panks in Shanghal are i a rather
seri.ous conditbion. Labor and capital should expand. production, ollow
the principle of benefit for ot labor and capital, and bring aboul
; disposition through nepot etion. 4s brought out in the pPeiping gen—min
Jih-pao, the government control age.icies will aid in seeking solutions

to the problem.
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Ve Swmm%‘meumtﬁﬂiﬂmam M'Lweﬂmaﬁ‘imw

Tnvestment {irms resul.ted fromn merging finawce,'business and pro-
duction. the ALY (hina {inance Bus ness Joint conference wes in lavor
of this expansion. also, the padidng 5p0uu1ation Lompany 127 was estab-
1ished on 1 Septeinders (e precoanise that, under the presem; economic
conditions in large cities 1like Shanghass conditions Lo estaolish invest-
ment firms have already peell pz'epax'ed. Ihe establislmen'b of iuv\;stment
firas will naturally aid ‘the recoveTy and wapension of production actuvi-
ties directly, and the yecuvery and expansion o: the production activities
will aid to expand the finance pusinesses:. Thus, private panking should
itselfs actively motivate the organization o: inveatment firms, SO that
trese firms will b2 realised witein the shortest period sosuinles

In g«neral, the All Cpina pinence susins»8es Joint Lonfe.ence has
definitely poi.‘-.‘.tcd ot the direction for private panking. BY following
nob only sepments of , but the entire prografs the A1l ¢ ina pineace

f 3usinesses Join® Conter:Nces privete panking will be able o oxpand in

the right girectione.

o say 1950
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HOW FINANCHK BUSINiLSSES alb THE FLOW OF NATIVE PRODUCTS

One of the most important.financial activities of this year is to
promote the flow of native products in order to stimulate urban and
rural economy.

% The flow of native products is & most complicated organizational
activity. It involves buying, transporting ana selling and also such
activities as trade, cooperatives, transportation and finance revenue.
Lecording to the reactions from verious sices, in the activities per-
taining to the flow of natiye products, the problem of capital fwnd
occupies an equally importa.it position, thereiore, the support of ri-
nance businesses 1s necessary. This was pointed out by an official
of the wast China branch of the Peoplu's Bank on 25 February (1951)
at the linance Businesses Joint Lofiferencs who reported: speaking ol
A11 China, it is more important to promote the flow petween rural and
urban areas than to directly support production. hecording to Shanghal
cmﬁﬁﬁmsimgmwmﬂ,alﬂ@epmumxﬁ'meowimlinsmmﬁmh of

j necessity, must be used to support industrial production, but a portion
should be used to promote the flow between urban and rural areas. At
the same time, to promot. the flow between urba: and rural areas is
indirectl& aiding the expansion of industrial production. At present,
tie many private finance busi esses, which are concentrated in Shanghai,
may expund toward the interior with the flow petwse. rural and urban
areas. This would be & great benefit to the private [inance businesses."

Effort has been made b the Shanghai finance businesses to support

the activities pertaining to the flow of native products. puring the

e

past year the Shanghai branch of the People's Bank had preparsd 1U,062

e A

o
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port bills of exchange, over 66 percent of which were of private concerns.
Tn Hovember and Lecember of last year, the resolution was passcd that
public and private joint banks and private banks and money shois should
help the fast China public and privat. oper.ted plants of the Joint
Cotton Furchasing Agency with 55 billion yuan circulabing capital.

Public and private joint loan departments made 252 billion yuan worth

of loans after 28 Decesber of last year to the above mentioned Jolnt
Cotton Purchasing hgency, and also & 5% billion yuan loan was made to

thg shanghal Joint vesthers Purchasing Agency. At the saue time, activi-
ties dealing with bills ol exchange gradually increased with vanks and
money shops as & whole. Public and private banks, and private banks and
money shops negotiatea contracts with transport firms and other agencies
related to native products. Joint Association Number 1 of tne private
finance businesses and the various nativ: products industries held a
forum, and &lso formed a relationshir with the Joint Ham Industries
issociation. All of the above indicates the fact that finance businesses
heve, in their actio., supported the mo- ement pertaining to ‘the increase

flow of native products.

To teke a greater step forward in aidiny the flow of native products,
it seems that finance businesses should study and put into action the
following:

1. The finance businesses in aiding the flow of native proaucts
should place emphasis on helping the industrialist and the distributor
to solve their difficulties in obtaining and purchasing native raw ma-
teriels, and in the transferring of capital when distributing industrial
material into rural areas. The most outstanding method would be to use

- 67 -
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the bill of exchange. In this, the shanphal branch ol the People's .5
pank hai already taken steps forward 1 making such arrangements, that
is, it has established & bill of exchunge service disk, juitiated &
plant-comuerce nre—negotiahjon register, brouyht down interest rates
on bills of exchange, end increased transportation insurance services,
ete. Public an private joint operated and private operated bupks and
money changers should -xpand their bill of exchange services at the
appropriabc time, and emphasize the following: (1) necause of tre
gronsporbation conditions of the comparatively sualler cities, ssiang
and towns, the procedures in the handling of regulafwﬁills of exchange
are iuvolved; therefore, studies should b made of the actual conditicn.
under which buying and selling ol nutive products are made in order tO
set up accommodations for bills of exchange, which is vhe safe & ouy-
in: and seliing crodit outside of ports. (2) wediui ard small banks and
noney shops do not have branches; therefore, they do not have facilities
for handling bills of exchanze. Thus, relationships may be established
amonyg, Like businesses witiin or outside of the saie port in order to
solve some of the difriculties. At the same time, the Shanzhal pbranch
of the People's Bonk is studyin: nethods as to how Lo use its 216 cor-
respondent banks to aild private banks and money shops tO handle their
affairs pertaining to bills of exchanye» (3) Bill of exchange interests
should be hendled in accordance with changes in the general conditions.

o, The flow of native products is a long term activity. In order
to heve a better pla: to aid the flow of native products, the Finance

Businessus Staple Products vuild must direct and organize like businesses

in such activities. The reasons are as follovis: (1) The ¥inance

o
dormation
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Businesses Jtaple Products Guild is & member of the Tndustrial-Commnerce

Joint Associlations After it has participatea in the Industrial-Commerce

sssociation and has attended related native products conferences, it
will have a brosder understanding of the pusiness conditions of the
verious businesses (including joint purchasing organizations) and the
conditions pertaining to the flow of native procucts. :2) after condi-
tions are understood (such as, the amount of capitel needed, when and
where the products must be bought and sold, etc.), plans may be made SO
that the finance businesses may be able to act accord ingly. accoraing
tc previods prectices, there was insufficient interest between the fi-
nance busincsses and the native products industries, thus a gap was
created. fereaiter, tinance comuodity prices would naturally becoie
bagically stapilized, but the tlow ol capital way still be influenced
by supply and demand, and thus create fluctuating condition.. Ii the

#inance businesses are able to hold on to tne pulk ol the capital ma-

terial, this condition may be avoidud. (3) According to past experiences,

especially among the weak netive products purchasing organizations, 0o
provisions nave been made for lending agencies; therefore support from
finance businesses was not obtainable. Heaceforth, after the finance
business guild and the industries-comuerce association have joined to-
gether, the deficiences of the vorious joint purchasing agencies may
be pointed out, and these deficiences may be corrected in time. Thus,
f£inance business aid may be gained.

Two directing and organization methods may be carried out at the
came time: (1) From the information sent out to all oi the banks and
money shops by the winance Bu.sinesses (uild on the conditions pertain-

ing to the flow of native products and related businesses and joint

PONFIDENTIAL
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purchasini; agencies, all of the banks and money changers may make
progress, at the same time with ovjectivity and confidence, and aid the
1low of native procu.ts; (2) Through the finance businesses joint lead-
ing agency, raise a specializcd fund, and at the same tine, establish
relationships awong the twenty shancvhai apjencics related to the Joint
Metive Products association, in order that the greater portion of the
capital loans will go through the lending agency.

Thus, in directing and or:zanizing the banks and money snops to
aid the Tlow of native products, the Finance Businesses tuild will begin
to make progr:és in aiding banks and money changers to oecome lending
agencies.

3. At present, some of the wiscella eous capital on the market

appesrs not to have any outlet or nobt to be able to find air outlet.

How to direct and crgenize tnis capital so that it will aid the flow

of native products is a problem wortiy of some study. According to the

present conditions, it is hoped that the linance pusin:.ses and industries

and commerce will join together to study the problenm as to whether there

should be formed an organization, with a neture similar to that of a

spaculative tirm, with the aim or rromobing the flow of native products.
In general, finance businesses should strongly aid the flow of

native products so that the nation's linancial and e conomic conditions

will becose basically better, and so that our kesist US-oupport Korea—

Protect the hation movement may be carried through.

31 warch 1951.

I

tHor

o K ; ru

o o o oo
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DIEsCTION TORARD ATICH BANKTRGS HaVl BEEN PUTIING ¥0sTh LFPORT T 1951

I

The 411 Ciina Finance Businesuses Joint conference wiich wis held
in Peiping in Avgust of last year (1950) pointed out that the responsi-
pilities of the privaete pankinus were to support industries and commerce,
and also to ~ypand proauction. Tn putting forth effort ino tiese re-=
sponsibilities, the private pankings will have & sreat future. At the
same time, in taking the.se responsibilities, private pankings will of
nocessity carry out reorganizations.

Tn the six months since the conclusion of the A1l China ¢inance
nusinesses Joint Gonference, greab strides have been made by private
bankings, especially since Lue economic and finwncial conditions of
China are bscoaing increasin ly better, with the Jeadership and support
of the China People's Bank, and in relying upon the eiforts of the pri-
vate bankings. Tn exaaining the fhast China pistrict, during the past
six months, depostis have increased 70 percent, loans have increased
over 60 percent, and cxchange within China have greatly increased be-
cause the flow between pural and urban have increased. Lin the 1950
final statement of wccount, with exception of & sesment ol agencies,
people and financial activities which have not made any proyress there=
fore failed, the majority of the banks and money changers in Kast China

maintained & surplus. At the seme time, during this period, private

¢ pankings have also rut forth effort and made yreat stride in working with
; stabilized finance and prices .nd with the reorganization of business

aftairs transactions.
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But, olc practices and the old systew still remained in the private i
parkings, This was particularly serious in illegal speculation, and in |
such actions &s selizures and high interests which have not ceased. In
; various area. in Last China, verious spuculative sctions as the follow-
{ ing has been uncoverea: boosting of interests, establishing hidden
i accounts, privately cutting off loans, hoarding in order to riise prices,
and upsetting the market. The more serious culprit wers Chu~k 'ang=
! hsing, .ioney Changer of Shanghal and Po—-tu, koney Changer of Shao-hzing.
The Cinina Pecple's Bank has already dealt with these agencies individually
in accordance with the seriousness of the offunse.
7rom these facts, we recognize that it privatc bankings are able
to carry out the yinancial,  economic 'and money policies of the nation,
to accept the leadership of the China People's nank, and to make neces-—
sary reforms, privete bankings will bs able Lo survive, toexpand suf-
ficiently, ard to receive supports Otherwise, they will cause btheir
own destruction if,they act contrarily to the pation's iinance, economic
and money policies and continue with speculative distrubancese
1T
In 191, the momentous political responsibility of the Chinese
people is to resist U3, 1o support Korea and to protect the nation.

Tn economic and financial activities, the responsiwilities are to colster

previous suc..S8€5, stanilize money and  comnodity prices, and to restore

and expand incustrial and agricultural production systematically. the

' China People's Bank will take o step forwerd to strengthen the control i
é|

of currency. ihis is done to fulfill its responsibilities to support
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industrial and agricultural production. first, private bankings must
recopnize thoroughly toe aims o. this great plan before they may be
implemented on the former roundation and in the actual pusiness trans-
actions.

I, therefore, recognize that in 1941, private pankin s must put
forth eifort foward tiw followlngs

1. ‘'Po bolster bid stapility on .onej ant comind ity prices, Lo

5 sroritoble to the national plan and the

support producti m activit

i 4o suprorl trade setivities which jecilitutes

people's 1ivelineod,
] the flow beuv.cen the rursl and uvrbar areas, hesides putting torth elffort
in expanclng deposits and exchange activitizs, private parnking must use

its caoital car fully and effectively comi.loment vhe various ifinancial

and ec.nomic arrangenents of the zoveriment with the market conditions
of a specific time and place. Therefore, the following should be car-

ried out: (1) hccording to the general conditions of the various areas,

the points where cepital will be placed shall be decided upon. it may
be pluced wiere it will support trade activities atfecting the flow be-
tween rural and urban aress, or where il will support production activi-

ties. The banks and money changers near the rural areas may be able

to put fortn real es fort to support agriculbural productior. (2) The

2 : joint lending agency shall continue to expeand under the leadership of
the People's Benk. In about vne year, the twelve joint lending agencies

in Rast China have £loated a number of loans during the pa:b year, and

resulte are outstanding. Hereafter, progress shounld ope made toward the
f expansion of the organization, the establishment of sufficient capital,

: B : -3 -
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a healthy system, and the betterment in the procecdures for better results
in making loans. (3) Banks and money shops should, at an appropriate
time, establish a sound lozn system. At present, the deceutralized
power in the hands of individual business personrel's loan system not
enly give birth to blind acton b.ut also to cerrupt. on. [hus, the use
of" the capital of Banks anc money shops must be standarcized, a definite
auditing system must be adopted to control it, and the investigation
betore, am inspection after the action, musu be civen attention. () To
aid loan plamning, various areas, wccoruing to their capabilities,
establisii a registry.

2. To take a step iorward to join hankings and industrial and
commerce, private banking should study. and carry out 1j0int working
agreement” with industries and commerce. 1 Joint working agreement!! is
an accepted production pla.., financial afiairs plan, and a trust and
loan plan used to motivate and guarantee & plunned type ot enterprise
production. (To avoid fipancial difficulties in the use of capital)
at the same time, it is glso to motivate planned barking trust and loan
to strengthen industrial and commercial aflfairs. This is, therefore,

a contract beneficial to both industry-camserce and banking, and it is
also directea for tie people toward & requestea plan. Naturally, it is
not possible to universally push this method, but it is possivle to
systemnatically and with aim create examples, and asccumulate experiences
abundantly. Recently, individual banks and money shops have studied

the .roblem and some have established deposit relationship with industries
and commerce. In taking a step forwerd, some have agreed upon the "joint
working agreement.' ife hope that in this work a certain amount of re-

sults may be achieved in 1951,
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3, The freczing oi Chinese assels in the US and embargo on trade
witn China has had a direct efiect on foreign exchange banks resulbing
in heavy decrease of proiits and reduction of exchange deposits and
relea €S, This in turn results tightness in loan business. At the

same time, these banks have iaileda to adjust their orgenization, per=

] sormel, and capital in accoru wity tne situation, resulting in hard-
soip. lhese panking institutions must rid themselves of old capitalistic
patterns of doing business, adopt the barter systew in foreipn trade
and revise bhelr orpenization to get out ou the red, incre:sSe thedir
fluid cepitel ana adjust personnel an or.enizatvional plans withoub
delay.

L. Uuring the past 7 wonths, mediu and small native banks have
entered the joint operation proureil. 4t tne ena of 1951, tnirty-nine
of them shovied pro.its, and szvideuce of progr.ss. Hevertheless, many
weaknessss are apparent.

E ‘ Certain of the native banks that have joined the joint operations
plan have not fully cooperated with the progré. and have, thus, hindered i
expansio of the group ana reform among indi idusl walts. such attitudes
require immediate correction. 1his method of joint operations has be-

come a fine economic instrument of the new peoples democratic syster.

The iifth regulation of the recently issued Government Administration
Council's wprovisional Legulations Concerning Private fnterprise!
particharly encouraged this type of development. Hence, present

,joirlt—operation organizations shoulc be more firnly estaplished and

o - 75 -
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leadership strengthened. There can be no lagging in thinking, in fact

such lag must be cpposed. The tendency in some joint-operation organi-

zations to cover up law violations on the part of certain member [iris

can no longer be tolerated. Hencefortn joint-operations groups must

carry out their articles or agreement, increaue their loan capital,

improve their systems and stabilise their mutual supervision and in-

spection systeii.

Tn other cities of sast China, such &s wu-nsi, Su-chou, and tlangzchow

1 sedium and small native banks which were unable to wake ends iweet have
volunterily closed their business. Tnvestigation reveals that ramain-
ine firms should immediately organi-e joint-operations groups. Natur-
ally, befor. such organizctions are set up, ther: must be reorganization
and reform within the component wnits or the joint-operations prograi
will be a mere formality and not resalt in ary real help. From joint-
operation to amalgamnation was recognized as the natural path to be
Mﬂﬂwdbytmxwwﬂeu&ksdmimymeAnﬂmhmmetUmﬁmwmeof
financial Institutions held in 1950. The idea was stated to the con-
ference by Bank President fau Hau-chen. hec .nbly, certain members of
the 3Shanghai joint-operatio s group have proposea amalganation as a
further step in the progranm of rendering ‘ullest support to the in-
creased production prograi.

5. In the above-mentioned conference, a resolition concerning &
national control organ for all exchange business wag offersa wnd iois-
cussed. At the same time the matter of regulation of banking vusiness
capital wes discussed and general agreement reached. When the right

- . L tmecmwsuuswﬂlbepmjm%ymmtma 11 view of two recent
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proclamations of the Central People's Governuent, one on re-appraisal
of property values and readjustment of cupitel and the other on pro-
visional regulations for private enterprises, the private banking funds
have all been considering the readjustment of their capital. Such a
readjustment is patently nscessarys. No matter what time a business was
established, froi now, idealogical and orsanic preparation should be
goinz o: and for the following two reasons: (1) Last years book clos-
ings revealed that Shanghai banks alone showed a profit of 20 pillion
yuan. This accunulation of capital should not be permittzd to be dis-
persed. ror the sake of thelr own future, the banks ought to pay re-—
gard to the L0 to 50 percent capital reserve fror profits plan promul-
gatsd in 19,9, although the People's Baik did not enforce the plan in
1950. Certain firns, that placed a certain portion of their profits
into a capital expansion ruserve on their books, are to be comménded.
(2) Definite plans should’be 1aid for careful calculation of assets and
practice of asterity, in order to overcome deficits, and sell unused
assets and convert them into fiuid capital. (3) If some firms are
considering amalgomation in preparation for capital readjustuent, such
ideas may be discussed.

6. Tmuring the last year, the banking associations hove been exert—
ing all their strength to carwy out goyernment policies in many lines
and with good results. Henceforth, they should teke an advance step
in concerted action to promote patriotic pact signing with a view to
pushing forward speedy reform, and becoming a useful aid to govermment

in carrying out its financial and economic policies.
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At the same time, all private banking staffs shoula join the
China finunce Study Group and study in company witn their business
collea-ues of the government banks in order to ruise the level of the
business and be avle to play a more important part in tne country's
econoinic reconstruction.
Let us unite to oppose wmerican and alo Korea, preserve our homes

and protect our country and fisht for a besic improvement oi our economy!
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(4 speech delivered at the Shanghai Branch of the National
Currency Study society.)

1. Present Sit.ation to the Private Banking Business.

Changes in the private panking business in shanghail and the
whols country since liberatiow may be divided into three periouse

a. srpom liberation 1o february 17:U. During this period,
the currency was stil unstabilized, comaodity prices fluctuataed, olu
methods of opportunism‘persistud in the private ba.king pusiness.

b. The seconc period extendea from .arch to may 1950, Luring
this period, “urrency was unified, prices stapilized and interest rateo
lowerec. Lhe spurious buying power 0¥ the public disappeared. after
the bombing of shanghal on 6 February 1950, ninety~three private banks
in Shanghai closed.

¢. 'The third period extends from June 1950 to the present.
During this period, industry and comierce have graduully improved.
anrovewﬁnt has also taken place in the private banking business. At
present, private paking inter sts show deposit increases of 130 percent
over those of August 1950.

furing the above period of change, private banking-interests hav.
come Lo recognize the importance of peform. Wine leading banks in
Shanghal that have some public shares in their capital have invited
the Peoples Bank to send representatives of public capital to aid in
their reformation. At the sawme time, a memnber of medium and small

native style banks organized four joint operations groups with goou Y=
WM HCINEMTIR
CORFIENTIAL
Security Informationy
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Of the 2U3 private banks in Shanghai at the tine of liberatioi,

63 remain open (not including public and private jointly operated and
foreipgn baiks). Vo other line ol business shows such heavy casualties.
vhy?  The answer is simple. In the old days of basking business de-
pended upon fluctuating exchange rates and black market operatvions.
During the Japanese pup et regine, and after the wur, banks sprang up
all out of precortion to any resl nezd for thew. (nce the currency
was stabilized, they naturally folded up.

Previously, outside tne govermient pank ., there were three types
of banks in Shdnghals {a) Joint public—privat, banks with a high per-
centege of public cap tal. luese cre now under control of the Peoples
Bank. (b) 'The nine parks menticned above with a small amcunt of public
capital, often called tue '"nins blg banks." Of these, some have under-
gene relorm, others are barcly existing. (c) The banks in the four
joint operations groups. They are :holly private banks with small
capital. They are malking varied progress in reform.

Foreign banks are steadily losing out and need not be discussed
here.

hat problems 4till rem.in for private baks? First, luey do not
have sofiiciently ertensive or closc r.lations with industry and coin-
merce. O over 1hly, 000 industrial and commercial Lirms in Shanghal,
there are uctually only about 50 to 60 thoussznd that do business with
private banks.

1 secondly, the private banks ar: too slow &t carrying out needed
refoms. Tnterest rates &re maintained at too high levels. osusiness

demands lower rates end the banks must adopt thelr loan systens to

this idea. CONFINENT] M_\

o
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Thirdly, it cuimob be denied that there are still a number of
blsck marked operators among the banks. The legitimate banking firms
nust bake note ol and deal with this phenomenon.

2, Advantages of Collective fienegenent.

Currency is the apparent coordinuting mediun of all economy. &8
a healthy blood stream promotes all bodily functions, 50 & rood banking
systen pro.sotes all the functions of industrial and comnercial life.

A planned cconony such as China is aiming at, usv include both
public and privete e terprise. in & planned economic systemn, thé fuan
tion of private banking is to aid private industry to proceed toward a
planned economy. Hence, private iinancial institutions wust themselves
change to a planned economuy- How: This is where collectivization
comes in. This subject Wus discussed ab ghe 1950 pational winencial
Conference. Nan lau-chen pointed out that collectivization is the
correct direction. 7411 the nresent, no OppOSINg voice has been raised.
The joint public and private banks have already set up & collectivized
centrol control system.

Collectivized management by private barks can proiote more extensive
and closer relationships with industry e

The so-called nfive new banks" mdsr collectivized management Cal
handle the requirements of their 31,000 customers with only one hundred
staff members, instead oi the 155 they would reguire under szparate
management. 7The remaining 55 can be sent out to drum up new customers.
1 each one sec.IeS 200 new customers (the estimated number he could

serve in the pank) 11,000 new customers can be secured. O much for

- 61 -
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the expansion angle. (n the closer relationships angle, each bauk
operator will be responsible for deuliny with customers cngaged in the
same bus'ness. He will tius be able to establish much closer relations
with tnem than if he sprea. his activities over the neecds of many
lines of pusiness.

Collectivization of capital is the best way to provide the financial
stre wwth needed to render the sreatest help to industry.

Uollective management siaves manpower thro..gh elimination of dupli-
cation of effort. One treasur.r can serve the needs of ten banks that
hac ten treasurers bufore.

Collective management can hasten constructive reform for it in-
creases tle ease with wnich lhe People's Bank can guide the reilorm.
This has beeun demonstrated in the relations of the People's Bunk with
the joint-operations panking groups and the "five new banks!! collecti-
vized group. The People's Bank gives prefcrential troatment to such
organizations.

3« The Value of the Central Control Systes of the Joint Public
and Private Banks.

Since the liberation deposits in the five new banks has iicrzased
1400 percent since the end of 1949. ‘‘he averaze depostis of working
people exceevs the totil deposits of some privaie panks, while with-
drawzls are lower in private banks.

However, there arc weaknesses. (a) Insufficient liaison with
industrial firms. (b) Tnsufficient stability to the loan systeii.

(e 8till te much intra-mural competition. Lately the Psople's Bank

Ry
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has proposed and secured the consent of the directcrs of the iive

banks to a tighter organization intended to increasc liaison and make
these banks wholly concerned with caring for the business neuds of
private industrial ent.rprises. these banks ars intendeu Lo be &
pattern for the eventual coll.ctivigaticn of all private banks. ‘These
works will carry on researc. alony the Jines of collective manageuient
and development of tine national currency policies.

ithat are some of the advantages of the collective management
system o these joint puonlic and privete ba.ks?

a. t ingicutes that the national caritalistic system has been
advancec a step in stanility. If it turns out well, it w 11 aid in
making possibl  the expansion of the systei.

b. Tt has set a pattern for collective action for all bonking
business. Setting up the centraliued control in the joint puolic and
private banks has raised the issue of collec:ive action from the stage
of discussion to the stage of practical application. 1.is is pound to
have a greatl intluence on privat. banking intorests.

[ L neans greater ailc to inoustry fro: these banks. lHeretolore,
the aid given has not been very eificiently administered. Central plan-
ning a:d specialization industry by indusiry will mean far more ad-
vancement i) industrial expansion.

L. How to Strive for Collectivized iianagement.

The most important factor in achieving collectivized management is
psychological preparation. Unless participants are convinced of the

reasonableness and practical usefulness of the plan, it cannot be

stabilized. GONFIBERTIAL
Security Information
83
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Two dmportant questions present themselve. in considering this
matter. The first is the matter of persomnel. I ten banks unite
what shall become of the nine extra menacers: T :is whole problei is
one that must be solved in accordance with the conditions of the busi=-

ne.s. Personnel problems cammot be settled in a vacuun.

The secend que tion is that of adjustment of real and mo-able

3 in trneir relation to assivoment of shares and proiits to be
assignsd to each bark enterin - a collectivized management system. The
central cuntrol systes sel up by the five Joinu public and private
banks has set a pattern for private bark: to consider. Democratic

discussion in the spirit o ive and take will result in solution

of" all the proble.s thet now appesr so formidanle.
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THE Nl STAGE CF Cun(RALTZALD CPERALTONy OF BAMnLIG EuTBRPRIS.S

3ince the five banks, nawmely, the Hsin uud, (9in Hwa Trust and oav=
ings Bank) Chuns huo 3kih Yeh pank, o¢. win davings -ank, Chun:  Kuo
[lung Shane senk end the vhien Yeh Bonk, orranized Cenvralized General
ranagement soard of Joint rublic and Private danks unuer Lhe liacersiip
ol the ceo le's denk Lo ouday 27 1951, the . .eotion off carryin. oul cen-

a treoietical

tralized operations of beiiddn. erterprd

oroolen but & praciicsl onc. sve ts durivs the past three months tully

cemonstrate bhat cenwralized operavions is the right direction for bank-
ing erterpris:s to take. The best nrooi o. this is thot tre pusiness
sctivities I the five banks have started to expand rapidly since they
acquiesced to the lesdership o the state bank (ceuple's Bank) and
accordingly reorganized their internal structure.

Since the estaplistment oi bie Centralized teneral sanagement Boaru
of Joint Public and rrivate ganks, and becouse there are factual proofs
that centralized operations have achieved resalts, three monlhs tnere-
after four banks, namely, tne Uhekiang Industrial sank, kuo Hua Saik,
io Cheng Bank ana the Chung Kuo Ch'i Yeh Bank requested participation in
the board. The Yien Yieh Bank, Kioncheng sank, China and South sea Bank,
Continental Bank and the Joint $avinss Society also orgenized e Central
Management 3oard. The first and second groups of sssociated banks are
in the midst of prep«ring to orgenize a Cenural lManag.ment Board. here
are additionally, other banks which are swudying this guestion. Like-
w se a majority of the large banks ol a national scope have already
commenced centralized operations.

- 95 -
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In Shanghai, where there is a concentration of medern and native
ba ks, & large number of tie :iddle and small size modern and native
banks will be operated centrally. The cnetralizcd operation of baik=
ing enterprise. has already entereu a new stage.

The Chekiang Industrial Bank, kuo Hua Bank, and io Cheng Bank are
national in cheracter. During July and asugust 1.51, for the purpose

of reorganizin: their business, ana because cach hac some capital that

was owned by burecucrats, these barls asked the -eople's Bank to appoint

o director on their board of directors to represent the state capital

shares and to particinate i. guiding their activities. Therefore these

panks are organizations of state capitalism. In the past year tney have

made definite imporvement in tneir vusiness activities and in their
organization. The threc banks are simultaneovsly participating in the
Centralized General Hanagement Board of Joint Private and Puplic panks
and will strengthen this organization and consolidate and elevate the
principle of state cagitalism in the banking ousiness.

To strengthen ceutralized baniing operaiions, the midale and small
sized modern and native banks have become almost one oig femily. They
conscientiously and voluntarily participate in the Centralized Uenersl
wlanagement Board of Joint Puulic and Private Banks, Since the Chung
Kuo Chi Yeh Bank (Cninese Development Bank) is a privately operated
bank and different from the other three banks (Chekiang Industrial
Bank, kuo Hua pank, and Ho Cheng Bank) it joined the board so that it
| can be considered a branch bank of this group (and make use of the

facilities of the other banks). This is one of the ways whereoy pri-

vate middle aand smell sized modern and native banks move toward central-

ized menagement. This in effect strengthens the eleuents of state cap-

italism in banking.
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The Joint Savings Society, the Yienyieh Bank, Kincheng Bank,
Continental Bank, ana China and south ve& Bank are customarily‘called
the "Pei wu Bank" and they hav . & comrarativ;ly long history. The
five banks were closely atfiliated and their capital inter-locked.
Among theue banks the hincheni, Crina and South Seés, and Continestal
were in circumstances ery similar to that of the Chekiang Industrial
Bank. These banks also asked the Peo le's Bank to appoint directors
to represent the state shares that were owned. by bureaucrats. in D=~
cember 1950, the five ba ks organiz:d & joint management board, but
because they did not reform their own work joint operations did not
succeed. However with the organlzation of the Centralized General
sanagement Board under the leadersiip of the People's Bank, the prin-
ciples of the stute capibalism has been reaf irmed. It is pelieved
that under the leadershin of the State sank and with the prevailing
unity of public and private banks, all difficulties will be surmounted
and progress will be made.

The rirst and secona groups of ussociated banks were all organ-
ized at the same time in July of last ear and also included some 20
middle and small size native banks. Because joint operations during
the past year helped certain native banks in their internal reforms
this created conditions which laid the ground work for the organization
of centralized management. The immediate problem is how to take the
next step of reco:nizing the benefit of centralized management to
individual banks and to the overall national econouy. This recognition
‘ is the starting point to promnote such activities leading o centralized

management. At the same time, in order to strengthen centralized

| GERFIBERTIAL
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managenent, the first and second assoclated bank groups ought to en- :
coursge other banks and native banks to participate in the board of
centralized management.

Swanarizing, the central management of banking business has al-
ready entereu a new stage. Hereafter the work of centralized manage-

] ‘ ment is to cuntinue the expansion of its scope of operations, con-
solidate and raise 1ts effectivencss. The following three points,
therefore, should be noted:

(1) as for panks who are nowly participating or organizing central-
ized general management boards, they have comn:ced tak:ng further Trse=
form measures. lhey should actively and energetically reorganize thelr
structurs, imorove tueir services, incredse study, and achieve results
in their practical work.

(2) To accomodate and help the expansion of the industry ana com=
merce, banking enterprises should mutually correct the manifestations
of wasted effort which can be eliminetzo by the expansion ol centralized
management. Therefore, each afiiliated group of panks should mutually
study and establish clos: relations and gradually develop division of
lavor and cooperation.

(3) They must advance one :urther sup and acknowledge the leader-
ship of the State Bank. Arter the liveration, the reorganization of
banking and the development of centrilized management could not be
dissociated from the correct leadership of the State Bank. Therefore,
}only by actually carrying out the banking policy and the measures O
the State Bank and by'energetically nstudying" (following) the State

Bank can we satisfactorily complete our task.
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ent that by following the experiences and

e can be confid
ing and LY conso

progress of centralized managument, of bank idating
and reafiirming the pri.cinles ol state capitalisi in banking busi~
ness, we would greatly agsist the progress o' commerce and industry
and accelerate the favorable turn of basic economic conditionss

1 Seplenber 1951.
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THE COURSE OF OPERATIONS AFTER CEHTRALTZED
MANAGEUENT OF FINANCIAL ENTER PR LSS

Under the leadership of Chairman #ao and the Central reople's

Government, China has attained great victories i the past two years;

there have been brilliant achievements in political, military, and ec~

onomic reconstructior. is a res.lt of this, we have had great achieve-

m%sthfmmndommMmswowpmmwmnmwnmwm.

in the first year of the establisment of the Chinese Peoples
Fepublic, the important tasks of financial operations were the forma-

tion end develorment of a national vanking organization and the acquisi-

tion and iuprovement of the financial machinery of the bureaucratic
capitalists, the application of the financial policies of the Common

Program in the control of financial markets and in supervision of

foreign exchange the control of private financial groups and the

elimination of imperialistic financial power, -8 well as the application
of policies in wynification of Financial end Economic fork" to stabilize

the currency snd the preparation of 9uiding principles for the revival

and development of production.

Tn the second year of the Chinese People's Kepublic, the impor tant
tasks of financial operati.ons were: Lo strengbhen financial gbability,

to effect in overall expansion of national banking through increased

currency controls, to expand private industry as well as rural financial
work, to unify curiency and ;inancial machi.ery throughout the country,
to improve private financial enterprise, and to assist them in mergers
and in their move toward 'mational capitalism." in this way it is possible

y due to the increasing good order and

to have 2 planned national econom
_ CGHHBENTIAL
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stability of the financial structure of the .ew Democracy as led by
the People's Bank.
T. The New Lra of Centralized vontrol of Iinancial interprises.

Strictly speaking, the preparatory thinking :or the centralized
coutrol of financial enterprises was begun after the close oi All-
China inancial Enterprises Joint Conference of august lest yeer. Howi-
ever, actual centralized control did not start until July of this year
when the five joint-operased public-private banks Hsin-hua, Chung-kuo
Shih-yeh, Ssu-ming, Chung-kuo T'ung~shang, and Chlen~yeh (based on the
decision of the Seconc ALl China rinancial Conference to "set up the
control machinery for a union of joint-operated banks ana realize a
step toward centralized leadership), undsr the guidance of the Peoples
Bank, orzanized on 27 July a general management board for a union of
puolic-private joint-operated banks, The 1last 3 or L months have proved
that centralized control is the true course for financial enterprises
to follow. Just as vice-president Hu Ching-yun of the Peoples Lank
pointed out in his article "fhe Significance of the Development of
Private Industry and Commerce by the iational RBanks," "the joint-
operated banks Usin-hua, Chung-kuo Shih-yeh, Ssu-ning, Chung-kuo T'ung-
shang, and Chien-yeh have already organized a combined general manage-
ment board, received guidance from the governwent, and have improved
their internal organizations. As a result, they have begun to develop
rapidly in business affairs. In the future all those banks which desire
to form combined management boards or those which want to copy this

form of operating technijue, will be inspired by these five banks."

- 101 -

GONFIDENTIAL

Security Informatiorr

°

Y -
S

Declassified in Part - Sanitized Copy Approved for Release 2012/03/28 : CIA-RDP82-00039R000200060017-6 Lo




Declassified in Part - Saniized Copy Approved for Release 2012/03/28 : CIA-RDP82-00039R000200060017-6

“1
Gurity lnformj?%
tiory

stability of the financial structure of the -ew Democracy as led by
the People's Bank.
I. The New fira of Centralized uontrol of Financial Enterprises.

Strictly speaking, the preparatory thinking .or the ceutralized
coutrol of financial enterprises was begun after the close of All-
China *inancial Enterprises Joint Conference of august lust yeor. How-
ever, actual centralized control did not stert until July of this year
when the five joint-opera.ed public-private banks Hsin~hua, Chung-kuo
Shih~yeh, Ssu-ming, Chung-kuo T'ung-shang, and Chien-yeh (based on the
decision of the Seconu All China rinancial Conference to '"set up the
control machinery for a union of joint-operated banks ana realize a
step toward centralized leadership), under the guidance of the Peoples
Bank, orianized on 27 July a general management board ror a union of
public-private joint-operated banks, The last 3 or L} months have proved
that centralized control is the true course for financial enterprises
to follow. Just as vice-president Hu Ching-yun of the Psoples bank
oointed out in his article Wihe Significance of the Development of
Private Industry and Commerce by the -ational Banks," "the joint-
operated banks Hsin-hua, Chung~kuo Shih-yeh, Ssu~-ming, Chung-kuo T'ung-
shang, and Chien-yeh have already organized a compined general manage-
ment board, received guidance from the govermuent, and have iproved
their internal organizations. As a result, they have begun to develop
rapidly in business affairs. In the future all those banks which desire
to form combined management boards or thoss which want to copy this

form of operating technique, will be inspired by these five banks.!"
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% With the establishment of the combined nanagement voard of public
and private ba ks asd the opvious success of the centralized control,
other banks of national scope, such as the Chekiang Hsing-yeh, Kuo-~,

] a,.d Ho-ch'eng, formed comuined management soards cn the 1st of Septenber.
The local Chuni-Kuo Jhti-yeh Bank also entered this manegenent boara at
the same time. | ecent reports sa&y tuat the two banks, chli-hsing-cheny
and Yuan-ylan-ch'ang, are aiso entering combined general management
board in the near future.

fFurthermore the five banks o. the “"Pei-wua Hang! /ﬁive orthern

Bank§7, Yen-weh, Chin-ch'eng, Chun=-nan, Ta-lu, and Lien-ho, also formed

a combined general managenent bouard on 1 September. his also increaued
the support of national capitalism. During Aug.st, the shanghail Bank
increased its holdings of public ponas and advanced another step towards

i obtaining leadership oi the nebional banks.
Tn this way, all banks ol nationual sCOPE, except The First psank of

Chekian,, have already ertered the sihere of naticiael capitalism and

heve begun centralizeo control.

4 0. the medium and swall pa ks, 15 bopks in wu—. en have declaea
to form a wWu-hen Combined Conmercial bank. The First eud _econd Lombined
Group,of Shanghal Private Financial interprises has decided to establish
centralized control and in October will set uv @ combined general man-—
agement board. Various individual banks in Tientsin and Chungking are
also considering joint—managed operations.

This characterizes the new era of financial activity.

The combined management of financial afiairs and an increase of

the number of partic:l.pants in national capitalism are in complete accord

with the economic policies of the New LemocracCye. Financial operations
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constitute economic activity of a comprehensiv: nature ‘and are an
important aspect of a planned people's livelihood. With this in mind,
Article 39 of the Common Program in dealing with financial policy clearly
points out: Upinancial enterprises must be strictly controlled by the
State,” and “legal private financial operations .ust be inspected and
guided by the Stute."  curthermore, during the last 100 years China's
financial enterprises have not been native services for production but
have been under imperialistic bureaucratic control and dependent upon
financial manipulations and inflation for an abnormal development.

There. ore, bLhese operations have been at odds with China's industrial
production. Thus, since entering the economic sphere of the hew Democracy,
financial operations have met with difficulties even longer thamost
economic enterprises. Those which couldn't make the grade are already
weeded cut. lhe rest have had to improve themselves by throwing off

old faults and taking a new LOrm; and centralized control is really an
excellent methed for eifecting’improvement. slso, in order to facilitate
improvement, financial enterprises should seek guidance from the State
bank and enter into centralized control; at the same time they will

thus incresse the nuiber of adherents to national capitalism amony the
financial enterpriscs. This is in complete accord with the spirit of
article 31 of the Common rrogram which states: 'Whenever necessary

and possible, private ¢ pital should bt encouraged to develop ia the

direction of national capitalism.”
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TI. The Course of 3trugsle After Centralized GControl ;
¢ Centralized control of financiad enterprises has already entered
a new era, that is to say ‘that the period has opened 1n which tinaucial
enterprises will serve in better fashion, sndustry and comerce. nere=-
;ore the future course ot action 1s o strengbhen and ilaprove the re-
sults of compined managenent, and undor leadership of the People's sank,
to r.de tne rising wave or national economic reoonstruction.

To accomplish this, the jointly nanaged financial orpans st
Fuliill thred 20als.

1. To increase orypanization and. peconsitruction:

ihe difference in or”aniﬁation'thween combined management and
orcinary centralized control lies in the fact that under compined manage=
ment, business, iinancial, and personnel arfairs and all operabions are
managed jointly- “xeept for canital, which n=s not yeb been unified,
the rest is pasically rormed inbu. one structure. Although the units
which eccept combined management still maintain their old legal posi-
tion, they are in eifect pranch organs. after & short period, completing

the bask of pe—-esbinating property and balancing capital, they can easily

enter & partnership and. form & single sody. AU present, they must work

in this direction. Strong—willed thought or actions on the part of any

it would impede the advance of group activities and would seriously
weaken the strength of the comoined TOUp: {hereforc, the combined

general management board should be @ powerrul controlling organ and not

a,consultativa organlzation. If the same general management'board hes

two oy more anits in other areas; then a local 1eading organ must be

designated to direct operatioms in those areas; and when the conditions
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for partnership have been [ulfilled, lhese will then become an orjani-
zation of branch banks. regatively speaking, the above method can
elininate subjective thinking and uncooperative actions. Positively
speaking, it w.1ll further concentrate power to lupruve fulfillment ol
the responsibilities toward private industry anc commerce. Therelore,
all orzanization anc reconstruction wcti ity should be filled with a
spirit of concentration of effort in carryiny out responsibility toeward

industry and commerce; .nd the stren

wening of organization and recon-
struction will be important evidence of the improvement o all activities.
2. The wstaplishment of Lisison Between all Geueral sanagem.nt boards.
Threugh the establishlment of general management ooards ..ost of the
conflict has been eliminated from the business af.airs of finuncial
enterprises. However, since cach gereral menagement board is independent,
much conilict still remains on this higher level. st present, in shang-
hai, the important financial cnterprises are the five rollowing: The
Combinad feneral ianagership of the Public-private 3Sanking Union, the
Combinec (teneral ianagership of the "Fivc Northern Banks," the chanizhai
Bank, and the General lanagership of the rirst and Second Barking Groups.
These five groups are estimated to handle more tian 90 percent of all
Shanghai's banking ousiness. Therefore a very important task is the
esteblishment of lisison between these five units with the leadership
of the People's Bank making possible a more planned development of pri-
vate enterprises. Ffrom the point of view of present conditions and
future demands, a liaison is absolute.y necessary. Because such a
liaison can supply a coordination of prosress and methods under a

unified policy, and thus in turn attain a division of responsibility.

. o
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! Since the formations of the geuveral manageinent boards will nou all {
take place at the swie time, ti witl be possible lor one to learn |
from the mistakes of ‘tiue other and for all to improve through these
gxperiences.

I1I. The Course of Business kctivities.

The gencral course of sction for the financial enterprises is to
assist the developinent of industrial and qoum@rcial enterprises. In
order, better to fulfill this duty, it is necessery bo expand in séépe
and yet to be thorough in detail. To expand in scope re.«ires more
interest in the pedium and small enterprises. ‘he present narrowness
of scope 1s seen in the fact that only apout 50 percent of some 150,000

industrial and commercial enter rises in Shanghai have established con-

nections with banking firns. 1t is necessary to organize vario.s

industrial conferences to establish connections between the panks and

these enterprises. 7t must be pointed out that though the business
of each of these mediud and small firms will be on a small scale, sbill

the aggregate will be a large sum. 4lso, from the viewpoint of ex-

pansion and of the reshonsibility of the financial enternrises, it can
be seen that these medium and swmall industrial and commercial firms are
properly the objects of financial activity. After centralized control, i
reorganizution of duplicatet firms will crecte a surplus for expansion
of this kind of worke

To be thorough in detail reguires that the financial enterprises
thoroughly understand the actual conditions of industry and commerce

and the organizational relationship necessary to the establishment of
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industrisl and commercial firms. Then it will be possible to render
more effective assistance to these firms. 1. this aspect, a great deal
of experience has already been obtained which has expedited business
agreements and which will bring sbout a gradual increasing rate of
progress.

In the early stages, it will be possible to use such elementary

business agreements as exchanze futures contracts and within a fixed

&

time more complex busin«ss agreements can be drawn up.

27 September 1951.
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